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LETTER  OF  TRANSMITTAL 


Bangkok,  Thailand 
15  January  1954 


In  November  1947  during  its  second  session  the  Economic  Commission  for  Asia  and  the  Far  East  adopted  a 
resolution  E/CN.11/63  which  recommended  that  the  Secretariat  publish  a  comprehensive  annual  survey  of  economic 
conditions  and  problems  of  the  countries  within  the  scope  of  ECAFE. 

In  accordance  with  the  above  resolution  I  have  the  honour  of  transmitting  to  you  the  seventh  Economic 

Survey  prepared  by  the  Research  and  Planning  Division  of  the  Secretariat. 

This  Survey,  following  the  recommendation  made  by  the  Commission  at  its  8th  session  (E  2171 — E  CN.11/  342, 

para  115),  gives  for  the  first  time  an  analysis  of  recent  economic  developments  in  individual  countries  of  the  region, 
in  addition  to  a  brief  regional  treatment  of  these  developments.  The  analysis  covers  countries  within  the  geographical 
scope  of  the  Commission,  except  mainland  China  on  which  an  article  was  published  in  the  November  1953  issue  of 
the  Economic  Bulletin  for  Asia  and  the  Far  East.  The  latter  provides  a  review  of  the  economic  developments  in 
mainland  China  since  the  establishment  of  the  Central  People’s  Government  of  the  People’s  Republic  of  China  in 
Peking  in  October  1949.  Since  some  of  the  usual  sources  of  information,  such  as  direct  consultation  with  governments 
and  field  trips,  were  not  available  to  the  Secretariat,  it  W'as  necessary  in  preparing  the  Bulletin  article  to  rely  exclu¬ 
sively  on  official  and  semi-official  publications. 

In  its  resolution  on  the  “Economic  situation  in  Asia”  at  the  ninth  session  (E/CN.11/356),  the  Commission 
requested  the  Executive  Secretary  to  follow  closely  the  studies  arising  out  of  General  Assembly  resolutions  622(V11) 
on  “Financing  of  economic  development  of  under-developed  countries”  and  623(VII)  on  “Financing  of  economic 
development  through  the  establishment  of  fair  and  equitable  international  prices  for  primary  commodities  and  through 
the  execution  of  national  programmes  of  integrated  economic  development,”  and  to  incorporate  in  future  issues  of  the 
Survey  and  Bulletin,  as  well  as  in  relative  parts  of  the  Secretariat’s  work  programmes,  results  of  enquiries  relating 
to  these  problems. 

Accordingly  an  attempt  has  been  made  to  focus  attention  on  such  problems  in  part  I  of  the  Survey,  which 
consists  of  the  four  chapters  on  the  food  position,  the  export  decline,  public  finance  and  the  process  of  adjustment, 
and  problems  and  policies  of  development. 

I  have  the  honour  to  be.  Sir, 

Your  obedient  servant. 

(Signed)  P.  S.  Lokanathan 
Executive  Secretary 

Economic  Commission  for  Asia  and  the  Far  East 


The  Honourable  Dag  Hanmiarskjuld 

Secretary-General 

United  Nations,  New  York 
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GENERAL  EXPLANATORY  NOTES 


Pre-war 

The  use  of  “pre-war”  refers  to  the  period  before  the  second  world  war  and  when  reference  is  made  to 
the  period  before  the  outbreak  of  the  Korean  war,  the  word  “pre-Korean  war”  is  used.  Unless  otherwise 
indicated,  the  pre-war  period  relates  to  1934-38  for  agricultural  production  and  1938  for  all  other  statistics. 
Other  years  before  the  second  world  war  have  been  specifically  mentioned. 

Fiscal  year 

Fiscal  years  in  force  in  ECAF’E  countries:  Burma  and  Ceylon:  year  beginning  1  October;  Hong  Kong.  India, 
Japan.  Korea.  Nepal  and  Pakistan:  year  beginning  1  April;  Philip|)ines:  year  beginning  1  July;  British  Borneo 
(Brunei.  North  Borneo.  Sarawak).  Cambodia,  (ihina.  Indonesia.  Lagos,  Malaya  and  Singapore,  Tbailand  and  Viet- 
Nam:  calendar  year. 

Special  tables 

In  order  to  avoid  duplication,  statistical  tables  on  public  finance,  balance  of  payments,  and  food  and 
agriculture  are  generally  not  reproduced  in  the  text  of  the  1953  .Survey,  since  they  are  published  in  the  section 
on  “Asian  Economic  Statistics”  at  the  end  of  this  volume. 

Charts 

For  detailed  statistics  relating  to  charts,  please  refer  to  relevant  tables  in  section  on  “Asian  Economic 
Statistics.” 


Umts  and  symbols  employed 

Unless  otherwise  stated  “tons”  relate  to  metric  tons,  and  “dollars”  relate  to  United  States  dollars. 

The  following  symbols  have  been  used  throughout: 

*=average  of  six  to  eleven  months. 
f=average  of  end-of-quarter  figures. 
t=12  months  beginning  April  of  the  year  stated. 
t=12  months  ending  September  of  the  year  stated 
0=12  months  ending  June  of  the  year  stated. 

I,  II,  III,  and  IV  for  quarters  of  years. 

The  following  symbols  are  used  to  represent  the  abbreviations  of  national  currencies  in  Asia  and  the 
F’ar  East: 


§  =end  of  period. 

Mn= million. 

. .  =not  available 
—  =nil  or  negligible. 

Figures  in  italics  are  provisional 


H.  =Hwan  (Republic  of  Korea,  one  Hwan  is  equivalent  to  100  Won) 

HK$=Hong  Kong  dollar 
K.  =Kyat  (Burma) 

M$  =Malayan  dollar  (Federation  of  Malaya,  Singapore,  North  Borneo,  Brunei  and  Sarawak) 
NT$=New  Taiwan  yuan  or  dollar 
P.  =Peso  (the  Philippines) 

Pr.  =Piastre  (Cambodia,  Laos  and  Viet-Nam) 

Rp.  =  Rupiah  (Indonesia) 

Rs.  =  Rupees  (Ceylon,  India  and  Pakistan) 

Y.  =Yen  (Japan) 


The  term  Malaya  includes  the  Federation  of  Malaya  and  Singapore. 
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INTRODUCTION 


PRODUCTION 

Moderate  changes  and  readjustments  have  generally 
been  characteristic  of  the  year  1953,  although  the  increase 
in  food  production  in  the  region*  promises  to  be  an 
important  development.  A  buyers’  market  had  appeared 
for  most  raw  materials  by  the  end  of  1951,  for  industrial 
equipment  during  1952,  and  now  it  appears  that  the 
long-persistent  sellers'  market  for  food  finally  broke  in 
the  second  half  of  1953,  even  though  the  increase  in 
supplies  was  quite  insufficient  to  restore  the  pre-war 
level  of  per  capita  consumption.  Some  of  the  improve¬ 
ment  in  supply  was  due  to  government  efforts  to  increase 
food  production.  In  several  countries  of  the  region, 
the  progress  of  community  schemes  in  the  villages,  the 
development  of  local  leadership  and  skills  and  the  grow¬ 
ing  attention  paid  to  agricultural  extension  services  are 
perhaps  the  most  significant  and  hopeful  trends  in  the 
current  year.  More  immediately  important,  however, 
the  weather,  which  still  determines  the  prosperity  of  the 
rural  communities  in  the  region,  was  generally  favour¬ 
able,  and  for  many  countries  eased  the  burden  laid  on 
the  balance  of  payments  by  falling  export  prices.  The 
prospects  for  the  crop  being  harvested  at  the  end  of 
1953  are  generally  favourable,  except  in  Japan,  and  a 
further  improvement  in  food  supply  may  be  expected 
for  1954.  The  analysis  given  in  chapter  1  suggests 
that  surpluses  might  arise  in  some  of  the  exporting  coun¬ 
tries  in  default  of  price  adjustments. 

In  contrast  to  the  general  improvement  of  food 
production,  raw  materials  and  agricultural  commodities 
other  than  food  have  shown  divergent  but  usually  down¬ 
ward  trends  in  output.  Both  with  respect  to  food  and 
raw  materials,  effective  demand  is  once  more  a  con¬ 
trolling  factor.  Although  price  declines  which  started  in 
1951  for  most  of  the  export  products  of  the  region  have 
been  brought  to  a  halt,  or  have  even  given  way  to  small 
increases  (except  for  tin  and  rubber  the  prices  of  which 
fell  sharply  during  the  first  half  of  1953),  production  of 
a  number  of  commodities  has  declined  in  response  to 
market  conditions,  or  land  has  been  diverted  to  food 
production.  The  output  of  rubber  has  fallen  in  Indonesia 
and  Malaya,  some  tea  gardens  have  temporarily  closed 
down  in  India,  and  acreage  restrictions  on  both  cotton 
and  jute  have  been  imposed  in  Pakistan.  The  decline 
of  groundnut  production  in  India,  on  the  other  hand, 

1.  The  term  “ECAFE  reirion”  covers,  according  to  the  terms  of 
reference  of  the  Commission.  Brunei.  Burma.  Cambodia.  Ceylon, 
China.  Hong  Kont,  India.  Indonesia.  Japan.  Korea,  Laos,  Malaya 
(Federation  of),  Nepal,  North  Borneo,  Pakistan,  Philippines,  Sara- 
w.ik.  Singapore,  Thailand  and  Viet-Nam. 


was  entirely  due  to  unfavourable  weather.  Output 
declines  were  however  by  no  means  universal;  thus 
petroleum  production  has  continued  its  upward  trend, 
so  has  sugar  production  in  the  Philippines  and  in 
China  (Taiwan  only). 

Important  additions  to  industrial  productive  capacitv 
were  taking  place  in  a  number  of  countries  of  the  region 
as  delivery  was  made  of  orders  placed  in  1951  and 
1952,  notable  examples  being  the  expansion  of  the 
textile  industry  in  Pakistan  and  of  cement  and  power 
capacity  in  Malaya.  Since  the  supply  position  for 
capital  equipment  has  become  easy,  with  sellers  anxious 
to  obtain  orders  in  most  branches,  the  main  limitation 
to  expansion  of  capacity  has  become  a  financial  one 
although  internal  bottlenecks  connected  with  problems 
of  organization,  transport,  and  the  supply  of  skilled  per¬ 
sonnel  have  not  yet  been  fully  overcome,  notably  in 
Burma  and  Indonesia. 

The  high  rate  of  private  investment  in  Japan,  and 
the  efforts  of  the  government  in  India  under  the  Five- 
Year  Plan  have  resulted  in  considerable  expansion  of 
facilities  in  those  two  countries,  the  most  important 
achievements  in  India  being  in  the  field  of  power  and 
transportation.  While  capacity  was  generally  increasing, 
industrial  production  in  the  region  W£is  better  main¬ 
tained  than  output  for  export,  as  it  has  generally  been 
supported  by  a  level  of  domestic  demand  still  partly 
reflecting  the  high  rates  of  incomes  and  export  earnings 
of  previous  years  while  import  restrictions  due  to  foreign 
exchange  stringency  have  in  same  cases  diverted  con¬ 
sumption  to  home-made  products.  The  picture  is  most 
favourable  in  Japan,  where  the  rapid  rate  of  industrial 
expansion  of  the  last  few  years  has  been  maintained 
thanks  to  an  expanding  volume  of  exports  (despite  falling 
prices) ,  to  a  high  level  of  domestic  consumption  and  to 
a  substantial  volume  of  investment.  In  Japan  continued 
expansion  would  require  additions  to  capacity.  In 
India,  by  contrast,  capacity  has  not  generally  been 
fully  utilized,  despite  the  high  level  of  industrial  pro¬ 
duction  which  reached  a  peak  in  the  first  quarter  of 
the  year.  Deficiency  of  effective  demand  lies  at  the 
root  of  this  situation — witness  the  cases  of  synthetic 
fertilizers  and  various  branches  of  the  engineering  in¬ 
dustry — though  transport  difficulties  and  other  bottle¬ 
necks  have  not  been  completely  eliminated  and  were 
contributory  factors.  Textile  stocks  tended  to  accumulate 
in  the  second  half  of  the  year,  as  domestic  demand  for 
cotton  goods,  which  had  so  far  taken  up  the  slack  in 
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export  demand,  was  flagging  in  turn;  substantial  curtail¬ 
ments  of  production  and  worker  lay-offs  were  threatened 
at  the  end  of  the  year.  The  announced  stepping-up  of 
expenditure  under  the  Five-Year  Plan  may  well  bring 
about  in  1954  a  fuller  utilization  of  existing  capacity 
as  well  as  substantial  additions  thereto. 

In  other  countries  of  the  region  also,  industrial  pro¬ 
gress  has  generally  been  maintained,  although  declining 
export  incomes  have  in  some  cases,  notably  in  Malaya 
and  Indonesia,  curtailed  demand  and  output  for  certain 
products.  Continuing  industrial  progress  is  reported  from 
mainland  China,  heavily  concentrated  in  state  enterprises 
and  the  production  of  capital  goods.  Taking  the 
region  as  a  whole,  the  production  of  the  basic  industries, 
coal,  power,  iron  ore,  and  cement,  all  show  increases 
over  the  1952  level,  and  the  same  applies  to  textiles. 
While  the  region’s  total  is  of  course  largely  dominated 
by  developments  in  China.  India  and  Japan,  the  increases 
were  widespread  and  appear  to  reflect  a  fairly  general 
expansion  of  industrial  production. 

The  year  has  been  less  favourable  for  the  cottage 
industries,  which  appear  to  have  encountered  increasing 
difficulties  in  selling  on  their  home  markets  in  com¬ 
petition  with  imports  or  local  products  of  larger  establish¬ 
ments.  There  has  been  progress  in  certain  handicrafts 
specializing  in  exports,  such  as  certain  types  of  hand 
weaving  in  Thailand;  the  adverse  situation  has  neverthe¬ 
less  been  general  enough  to  be  a  matter  of  grave  concern 
to  governments,  which  have  taken  a  variety  of  measures 
either  to  protect  cottage  industries  from  competition  or 
to  improve  their  technical  equipment  or  marketing  facili¬ 
ties.  While  these  measures  appear  to  have  been  attended 
by  a  measure  of  success  in  such  countries  as  Burma  and 
Indonesia,  a  severe  crisis  has  affected  the  handloom 
industry  in  India,  and  resulted  in  increasing  numbers 
of  unemployed,  despite  the  various  protective  measures 
taken  by  the  government. 

Few  data  are  available  in  the  region  concerning 
productivity  and  employment.  In  some  countries  such  as 
Indonesia  productivity  remains  a  major  problem  in  the 
export  industries,  as  wages  have  been  rising,  export  prices 
falling,  and  output  per  man  has  remained  stationary  at  a 
level  lower  than  before  the  war.  In  Japan,  on  the  other 
hand,  productivity  increases  have  been  spectacular  in  a 
number  of  large-scale  industries,  and  it  is  only  the 
rapid  expansion  of  the  economy  that  has  permitted 
employment  to  grow  at  a  rate  comparable  to  that  of 
population. 

In  India,  where  productivity  increases  have  been 
reported  in  the  textile  industry,  unemployment  has 
become  a  major  issue  for  government  policy,  for  apart 
from  the  crisis  in  the  cottage  industries,  many  white- 
collared  workers  have  lost  their  jobs  owing  to  the  con¬ 


traction  of  commercial  and  business  activity,  and  the  3l 

problem  may  become  more  serious  if  unemployment 
spreads  to  the  organized  textile  industry.  To  deal  with  p 

this  situation  a  number  of  measures  have  been  taken  „ 

by  the  government,  which  are  discussed  in  the  chapter  „ 

on  India. 

BALANCE  OF  PAYMENTS 

Changes  in  the  balance  of  payments  of  countries  ^ 

of  the  region  have  been  of  smaller  amplitude  in  1953  than 
in  previous  years.  The  dominant  characteristic  has  been 
a  contraction  in  the  value  of  both  imports  and  exports, 
due  largely  to  price  declines  in  both  cases,  with- 
out  great  changes  in  the  balance.  However,  in  several 
countries  special  forces  have  been  at  work.  In  Japan, 
changes  in  the  volume  of  trade  completely  offset  price  ^ 

changes;  the  value  of  exports  rose  a  little,  but  the  value  s, 

of  imports  rose  much  more,  and  the  decline  in  special  j, 

procurement  by  the  United  Nations  forces  added  to  the  p 

unfavourable  effect  on  the  balance  of  payments.  Burma  i, 

and  Thailand  were  still  obtaining  high  prices  for  rice  p 

exports,  and  in  the  Philippines  higher  prices  permitted  ^.| 

a  significant  increase  in  the  value  of  exports  in  mid- 
1953. 

In  Pakistan,  drastic  import  restrictions  turned  the 
1952  deficit  into  a  small  balance  of  payments  surplus  in 
the  first  nine  months  of  1953.  In  Malaya,  the  continued 
fall  in  the  price  of  rubber  and  tin  reduced  the  value  of  ^ 

exports  to  the  point  where  the  balance  of  trade  turned 
negative.  In  India,  the  position  showed  a  substantial 
improvement  over  the  year  1952  taken  as  a  whole, 
although  lower  export  prices  led  to  a  trade  balance  less 
favourable  in  1953  than  in  the  second  half  of  1952. 

a 


The  general  level  of  import  prices  has  shown  some  a 

decline- — though  not  in  the  Philippines — with  prices  of 
manufactures  from  Europe,  the  United  States  and  Japan  ^ 

falling  slightly.  On  the  other  hand,  export  prices  have  r' 

shown  little  uniformity  of  movement,  though  changes  tl 

have  generally  been  moderate.  The  terms  of  trade  for  h 

Burma,  Ceylon,  and  the  Philippines  (and  also  for  Japan)  a 


were  more  favourable  than  in  1952,  and  for  India  the 
terms  of  trade  improved  markedly  during  the  year, 
becoming  more  favourable  in  the  third  quarter  of  1953 
than  they  were  in  1952.*  But  for  Malaya,  Indonesia,  and 
Pakistan  the  terms  of  trade  deteriorated;  in  the  cases 
of  Malaya  and  Indonesia  the  price  of  rubber  was  the 
dominant  factor,  in  the  case  of  Pakistan,  the  price  of 
cotton. 

In  1953  changes  in  the  terms  of  trade  played  a  far 
smaller  role  than  in  previous  years:  improvements  where 
they  occurred  W’ere  small,  and  most  countries  are  still 
facing  balance  of  payments  difficulties  arising  from  the 

1.  The  decline  in  freiRht  rates  which  waa  steep  for  tankers  and 
significant  for  tramps  may  have  contributed  as  much  as  1  or  2  per 
cent  to  the  fall  of  the  unit  vaJue  index  of  c.i.f.  imports,  but  the 
decline  in  import  prices  was  as  a  rule  much  larger  than  that. 
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steep  fall  in  export  earnings  of  the  last  two  years,  during 
which  the  foreign  reserves  accumulated  in  the  boom 
period  had  generally  been  used  up  in  an  effort  to 
maintain  the  standard  of  living  and  the  volume  of  invest¬ 
ment  at  or  near  their  1951  level.  The  food  exporting 
countries,  Burma  and  Thailand,  are  of  course  exceptions 
to  this  generalization;  so  is  Japan,  where  the  substantial 
accumulation  of  reserves  has  hardly  been  drawn  upon 
except  in  the  case  of  sterling  assets.  Even  in  Thailand, 
however,  a  balance  of  payments  deficit,  although  of 
modest  proportions,  appeared  in  1953  and  that  country 
joined  the  large  group  of  those  who  have  had  to  apply 
or  reinforce  import  or  exchange  controls  to  protect  the 
balance  of  payments. 

The  resort  to  import  restrictions  was  by  no  means 
universal  and  Ceylon  and  the  Philippines  preferred  to 
seek  equilibrium  mainly  through  a  better  balance  in  the 
budget,  while  Indonesia  curtailed  government  expendi¬ 
ture  drastically  at  the  same  tiine  as  continuing  or 
intensifying  import  restrictions.  While  the  policy  of  the 
Philippines  appears  to  have  been  eminently  successful, 
chapter  3  shows  that  the  problem  remains  unsolved 
in  Ceylon  and  Indonesia  where  foreign  reserves 
were  low  and  still  declining  towards  the  end  of  1953. 
In  both  countries,  the  governments  were  confident  that 
equilibrium  in  the  foreign  accounts  could  be  re¬ 
established  before  the  level  of  reserves  had  fallen  to  the 
minimum  required  to  ensure  satisfactory  working 
balances. 

INFLATIONARY  AND  DEFLATIONARY  FORCES 

In  marked  contrast  to  the  decline  in  both  import 
and  export  prices,  the  trend  in  domestic  wholesale  prices 
and  in  the  cost  of  living  has  been  upward  in  most  coun¬ 
tries  of  the  region,  except  in  the  Philippines  and  Malaya. 
While  this  trend  suggests  that  some  inflationary  pressures 
remain,  considerable  caution  is  required  in  interpreting 
these  statistics:  in  some  countries  such  as  Ceylon  and 
India,  the  increases  in  the  cost  of  living  resulted  from 
a  decision  of  the  government  to  abolish  subsidies  and 
let  the  rise  in  prices  curtail  private  consumption  or 
absorb  excess  purchasing  power. 

Money  wages  ha\e  also  continued  their  upward 
movement  in  all  countries  of  the  region  for  which  data 
are  available  and  real  wages  appear  to  be  almost  univer¬ 
sally  higher  than  they  were  before  the  outbreak  of  the 
Korean  war. 

Nevertheless  there  has  been  a  general  abatement,  if 
not  a  complete  disappearance,  of  inflationary  pressures 
in  many  countries  of  the  region,  and  it  has  been  possible 
to  relax  domestic  controls  and  rationing,  while  still 
preserving  measures  designed  to  limit  imports.  Thus, 
internally  at  least,  conditions  have  appeared  in  which 
the  price  mechanism  can  be  allowed  to  equate  supply  and 
demand.  The  improvement  in  the  food  situation,  dis¬ 


cussed  earlier  in  this  chapter,  contributed  to  the  abate¬ 
ment  of  inflationary  pressures.  In  Pakistan,  however, 
the  food  situation  has  only  recently  improved  with  the 
harvesting  of  the  1953  wheat  crop  and  increased 
imports.  In  the  countries  where  a  rising  price  trend 
seems  to  result  from  inflationary  pressures,  this  may 
still  be  partly  due  to  the  effect  of  the  boom  on  private 
expenditure.  As  was  noted  in  previous  Surveys,  the 
increase  in  incomes  was  not  immediately  reflected  in  a 
corresponding  rise  in  expenditure,  and  conversely  ex¬ 
penditure  continued  to  rise  after  incomes  had  started 
declining.  Since  in  many  countries  of  the  region 
incomes  varied  directly  with  export  earnings  and  changes 
in  expenditure  meant  largely  changes  in  imports,  this 
pattern  led  directly  to  the  balance  of  payments  deficits 
of  1952,  and  where  import  restrictions  had  to  be  imposed 
or  reinforced,  to  rises  in  the  prices  of  both  home  made 
and  imported  goods.  Where,  as  in  Malaya,  imports  have 
remained  almost  free,  the  cost  of  living  declined  with 
import  prices,  despite  the  rise  in  the  price  of  rice. 

In  1953,  however,  this  cause  of  inflation  had  largely 
disappeared,  as  the  decline  in  export  incomes  in  the  raw 
material  exporting  countries  did  eventually  force  down 
the  level  of  consumption.  In  Burma,  no  inflationary 
pressures  had  arisen,  for  the  government  succeeded  in 
controlling  changes  in  privates  incomes,  while  private 
savings  had  been  high  throughout.  In  Japan  and 
Thailand  where  no  significant  declines  in  export  values 
had  taken  place,  private  consumption  remained  at  a 
high  level  and  was  a  major  cause  of  price  increases,  as 
excess  demand  could  not  be  absorbed  through  a  higher 
rate  of  imports. 

Public  finance  had  been  a  factor  of  increasing 
importance  in  most  countries  of  the  region  in  the  last 
year.  The  boom  had  enabled  most  governments  to 
expand  substantially  the  volume  of  their  expenditure, 
largely  for  development  purposes.  With  the  collapse  of 
the  boom  and  the  subsequent  decline  in  revenue, 
unwillingness  or  inability  to  curtail  expenditure  to  the 
same  extent  as  revenue  fell  has  in  many  cases  led  to 
substantial  budgetary  deficits  which  serve  as  an  import¬ 
ant  source  of  inflationary  pressures. 

Efforts  have  been  made  in  a  number  of  'countries  to 
avert  this  danger  and  in  Ceylon,  Indonesia  and  the 
Philippines  substantial  cuts  were  made  in  government 
expenditure,  involving  curtailment  of  public  investment 
in  the  last  two  countries.  In  Pakistan,  while  current 
expenditures  have  been  severely  limited,  spending  in  the 
interest  of  economic  development  continues,  and  the 
budget  deficit  coupled  with  severe  import  restrictions  is 
the  main  source  of  the  inflationary  pressures  to  which  the 
economy  is  subject. 

In  these  countries  efforts  have  simultaneously  been 
made  to  curtail  private  spending:  subsidies  have  been 
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abolished  in  Ceylon  and  Pakistan,  selective  credit  con¬ 
trols  have  been  imposed  in  the  Philippines  to  limit 
commercial  and  real  estate  speculation,  and  in  Indonesia 
import  credits  have  been  limited. 

In  India,  on  the  other  hand,  government  expendi¬ 
ture  is  increasing  as  physical  difficulties  which  had 
slowed  down  the  early  stages  of  the  Five-Year  Plan  are 
being  overcome,  while  private  expenditure  increased 
relatively  less.  Subsidies  have  been  decreased  or 
abolished,  and  a  strict  monetary  policy  has  been  in 
force  since  the  end  of  1951.  Credit  restrictions, 
coupled  with  an  increase  in  the  Bank  rate,  appear  to 
have  been  effective  in  bringing  down  wholesale  prices  in 
1952  and  in  limiting  commercial  speculation.  It  appears 
that  these  restrictions,  while  they  were  without  much 
effect  on  the  level  of  consumption  (or  on  the  level  of 
production  of  consumer  goods),  helped  to  curtail  severely 
all  types  of  private  investment,  and  were  thus  instru¬ 
mental  in  avoiding  inflationary  pressures  otherwise  likely 
to  arise  from  government  deficits. 

In  Japan,  the  Indian  pattern  was  almost  reversed, 
for  a  monetary  policy  favouring  almost  unlimited  private 
credit  expansion  was  combined  with  a  deflationary  fiscal 
policy.  Both  policies  have  now  been  modified  and  some 
tightening  of  credit  has  been  announced  in  the  second 
half  of  1953  as  rising  government  deficits,  despite  in¬ 
creases  in  tax  revenue,  have  created  some  concern 
over  monetary  stability. 

EXPORT  EARNINGS  AND  ECONOMIC 
DEVELOPMENT 

At  the  end  of  1953  it  appeared  that  the  main  concern 
of  governments  would  be  the  level  of  export  earnings  and 
the  amount  of  resources  available  for  development. 
Exports  not  only  provide  exchange  to  import  the 
necessary  capital  goods  and  maintain  essential  consump¬ 
tion,  but  in  most  countries  they  are  also,  directly  and 
indirectly,  the  basis  of  government  revenue  from  which 
domestic  expenditure  on  development  must  be  financed. 

Export  earnings  are  unlikely  to  increase  appreciably. 
Commodity  prices  have  tended  towards  stability  in  1953, 
and  there  is  little  prospect  of  substantial  rises.  More¬ 
over,  present  prices,  in  relation  to  the  structure  of  pro¬ 
duction  costs  in  the  region,  hardly  provide  an  incentive 
for  expansion  of  the  volume  of  production  and  exports. 
In  the  case  of  rice  substantial  price  falls  may  well  occur, 
while  raw  material  prices  are  highly  sensitive  to  changes 
in  the  level  of  activity  in  the  United  States. 

Necessarily  the  region,  as  a  whole,  has  to  adjust 
itself  to  external  factors,  and  the  power  of  governments 
of  the  region  to  initiate  changes  in  the  economies  of  their 
countries  is  thereby  limited.  Yet  it  is  open  to  them 
by  appropriate  national  policies,  both  in  the  short  term 
and  in  the  long  term,  to  create  conditions  leading  to 
favourable  long-term  development.®. 


Any  check  in  the  production  of  commodities  result¬ 
ing  from  recent  price  developments  may  have  con¬ 
sequences  going  far  beyond  the  boundaries  of  the  region, 
or  the  prospects  for  a  single  year.  The  improved 
world  trade  and  payments  in  the  last  few  years 
has  been  due  to  no  small  extent  to  an  increase  in 
supplies  available  for  export  from  non-dollar  sources, 
and  an  interruption  in  the  rising  trend  in  commodity- 
production  could  worsen  the  position  of  Europe  and 
Japan  as  well  as  that  of  the  primary  producers  them¬ 
selves. 

Within  the  region,  there  may  be  possibilities  of 
co-operative  action.  Rice  is  a  case  in  point;  should  too 
severe  a  price  decline  (or  the  policies  of  the  exporting 
countries)  threaten  the  long  term  growth  in  export  avail¬ 
abilities,  food  importing  countries  may  be  faced  with  a 
recurrence  of  shortages.  1 

However,  in  many  countries  of  the  region,  the  ^ 

immediate  problem  is  that  the  prospective  level  of  export  '' 

earnings  and  of  government  revenue  is  hardly  sufficient  o 

to  provide  the  increasing  amount  of  resources  which  3 

governments  wish  to  devote  to  economic  development, 
and  next  year  may  see  a  sharper  conflict  between  the 
requirements  of  rapid  growth  and  of  monetary  stability. 

In  addition,  many  countries  of  the  region  are  committed 
to  a  policy  of  social  welfare  expenditure,  which  may 
prove  difficult  and  perhaps  inadvisable  to  curtail  even 
in  case  of  falling  revenue.  On  the  basis  of  present 
available  resources  it  would  be  unrealistic  to  hope  for 
any  rapid  economic  progress  since  the  level  of  genuine 
savings  for  investment  is  still  low.  The  interest  expressed 
by  several  governments  of  the  region  in  an  increased 
and  more  assured  flow  of  foreign  aid  is  readily  under¬ 
stood  in  this  context.  Deficit  budgets,  offset  in  their 
inflationary  effects  by  reduction  in  private  investment 
or  by  utilization  of  foreign  exchange  resources,  have 
helped  in  maintaining  expenditure,  but  any  large  recourse 
to  them  may  lead  to  inflationary  pressures  of  a  difficult 
and  unfavourable  kind. 

Some  countries  have  faced  boldly  up  to  the 
problem;  for  instance,  the  Philippines  has  chosen  in 
favour  of  orthodox  monetary  and  fiscal  policies, 
while  Pakistan  by  contrast  is  financing  economic 
development  through  a  deliberate  policy  of  repressed 
inflation.  Intermediate  solutions  have  been  adopted 
elsewhere,  but  in  many  cases  current  policies  are  no 
more  than  a  temporary  palliative  insufficient  to  ward 
off  the  threat  of  inflation,  or  to  control  its  effect  should 
it  follow  from  a  higher  rate  of  government  expenditure. 

These  questions  are  discussed  in  the  following  chapters 
of  part  I:  taxation  as  a  means  of  diverting  resources  for 
development  purposes,  and  of  controlling  internally 
generated  inflationary  pressures  is  dealt  with  in  chapter 
3,  while  in  chapter  4  brief  consideration  is  given  to  the 
range  of  policies  open  to  governments  who  are  attempt¬ 
ing  to  speed  up  the  process  of  economic  development, 
under  the  present  circumstances  of  financial  stringency.  ® 
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Moreover,  the  output  of  rice,  the  main  staple  of 
the  peoples  of  the  region,  registered  nearly  an  eight  per 
cent  increase  over  the  previous  year,  the  greatest 
improvement  in  any  post-war  year,  and  now  stands  well 
above  the  pre-war  level.  This  improvement  was  shared 
by  almost  all  countries  in  the  region,  whether  deficit  or 
surplus,  with  the  main  exception  of  Thailand,  which  how¬ 
ever  had  large  carry-over  stocks  from  the  previous  crop. 

The  increased  food  production  of  1952/53  was  due 
in  a  large  measure  to  good  weather  which  favoured 
extension  of  cultivation  and  realisation  of  better  yields. 
But  two  other  important  contributory  factors  were  the 
widespread  grow-more-food  measures  and  the  improved 
security  or  institutional  conditions  in  some  countries. 
Steps  to  stimulate  food  production  through  construction 
of  irrigation  works,  distribution  of  agricultural  requisites 
and  provision  of  suitable  incentives  have  made  good 
(although  far  from  uniform)  progress  among  the 
different  countries  of  the  region.  In  India  sanctioned 
expenditure  of  the  central  government  on  short  term 
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TABLE  1 

ECAFE  REGION*:  FOOD  PRODICTION 

Million  tons 

cies, 

)mic 

ssed 

pted 

1934/35 

to 

1938/39 

average 

1948/49 

to 

1950/51 

average 

1951/52 

1952/53 

1953/54 

no 

Cereals  . 

103.6 

100.9 

99.7 

10S..0 

Wheat . 

12.1 

11.2 

12.2 

10.7 

II.O 

Rice  (milled)  . 

65.5 

65.5 

63.9 

68.9 

70.0 

ould 

Barley . 

4.7 

5.2 

5.2 

6.1 

S.8 

ure. 

Maize . 

6.1 

5.5 

5.9 

e.s 

Millets  and  sorghums 

14.9 

13.2 

12.3 

1S.9 

iters 

Oats  . 

0.2 

0.1 

0.2 

o.t 

0.3 

for 

Starchy  root  aops . 

19.5 

24.7 

24.6 

iS.9 

Potatoes  . 

4.1 

4.7 

5.0 

*.« 

Sweet  potatoes  and  yams 

6.9 

11.6 

10.7 

11.8 

pter 

Cassava  . 

8.5 

8.4 

8.9 

9.S 

Pulses . 

9.1 

9.9 

10.1 

9.3 

Sugar  (raw  equivalent)^ . 

6.6 

5.3 

6.6 

6.9 

7.0 

mpt- 

Vegetable  oils  and  oilseeds  (oil  equivalent):  edible 

3.71 

3.59 

3.85 

3.95 

ncy. 

a.  Excludinir  mainland  China. 

b.  Including  raw  equivalent  of  non-centrifueral  cane  sugar. 

XUM 


(Countries  in  the  ECAFE  region  have  shared  in 
1953  in  the  world-wide  improvement  in  the  food  situa¬ 
tion.  Regional  production  in  1952/53  rose  to  a  post¬ 
war  high,  and  for  the  first  time  since  the  war  cereals 
output  has  exceeded  significantly  the  pre-war  average, 
although  on  a  per  capita  basis,  it  is  still  far  below  it. 


Chart  1 

ECAFE  REGION  INDEX  NUMBERS  OF  TOTAL  AND  PER  CAPITA 
PRODUCTION  OF  FOOD6RAINS  (  Eicluding  Chino  mainland  ) 
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grow-more-food  measures  for  1952/53  amounted  to  about 
Rs.  227  million  as  against  actual  expenditure  of  about 
Rs.  154  million  in  1951/52.  Besides,  agrarian  reform 
made  considerable  progress  during  1952.  In  Indonesia, 
the  area  covered  by  improved  paddy  seed  increased  from 
.8  million  hectares  in  1951  to  1.01  million  hectares  in 

1952  (15  per  cent  of  the  total  area).  Similarly,  in 
the  Philippines,  programmes  covering  distribution  of 
fertilizers  and  redistribution  of  land  to  landless  labourers 
made  substantial  headway.  Improved  internal  security 
conditions  in  Burma  made  possible  a  significant  expan¬ 
sion  of  the  paddy  area  during  1952.  In  China  increased 
production  in  the  mainland  has  been  assisted  by  the 
restoration  of  peace  and  order  since  October  1949,  the 
extension  of  peasant  proprietorship  through  land  reforms, 
the  organization  of  mutual  aid  teams,  the  provision  of 
suitable  price  incentives  and  the  supply  of  consumer 
goods  needed  by  agriculturists.  While  measures  to  in¬ 
crease  food  production  had  been  in  progress  in  most 
parts  of  the  region  during  the  past  few  years,  it  was 
largely  the  favourable  weather  conditions  in  1952^  which 
made  it  possible  to  reap  the  full  benefit  of  these  measures, 
by  making  effective  the  production  potential  they  had 
created. 

Over  the  major  part  of  the  region,  the  larger  crops 
of  1952  (particularly  rice)  became  available  for  con¬ 
sumption  towards  the  end  of  1952  or  early  in  1953. 
With  the  coming  into  the  markets  of  these  crops,  the 
supply  position  eased  and  prices  of  locally  produced  food 
grains  tended  to  decline.  In  areas  where  spring  crops 
are  important,  the  position  improved  further  after  the 
spring  harvests  of  1953.  Owing  to  the  continuing  high 
prices  for  imported  cereals,  a  growing  price  disparity 
had  tended  to  develop  between  imported  rice  and  the 
local  grains,  with  a  resulting  shift  in  demand  away  from 
imported  rice. 

The  shift  in  demand  has  a  special  significance 
because  import  requirements  depend  mainly  on  the  size 
of  local  procurement  in  relation  to  the  offtake  (or  issues) 
from  government  stocks.  In  the  case  of  most  of  the 
deficit  countries,  import  needs  tended  to  go  down  in 

1953  both  because  larger  production  increased  domestic 
procurement  possibilities  and  because  the  higher  cost 
of  imported  grains  tended  to  decrease  the  offtake. 

Thus  in  India,  where  subsidies  on  imported  food 
grains  had  been  drastically  curtailed  in  1952,  the  gap 
between  the  prices  of  locally  produced  food  grains  and 
those  of  imported  food  grains  tended  to  widen  from 
October-November  1952,  resulting  in  a  reduction  of  effec¬ 
tive  consumer  demand  for  imported  food  grains.^  Slocks 
of  imported  food  grains  with  the  government  began  to 


1.  In  mainland  China,  however,  weather  conditions  were  favourable 
from  1960  to  1952. 

2.  The  sap  between  the  price  of  imported  rice  and  that  of  localb' 
produced  cereals  (other  than  rice)  became  wide  and,  as  a  con¬ 
sequence,  part  of  the  demand  for  rice  was  switched  over  to  cheaper 
cereals — millets,  etc. 


accumulate  and  imports  of  food  grains  were  reduced  in 
1953  while  the  decontrol  of  food  grains  was  further 
extended.  The  population  covered  by  rationing,  which 
stood  at  114.2  million  in  May  1952,  came  down  to  89.5  ' 

million  in  June  1953.  The  all-India  monthly  offtake  of 
food  grains  amounted  to  0.35  million  tons  in  May  1953  I 

and  to  0.36  million  tons  in  June  or  33  per  cent  less  than  i 

in  June  1952.  In  the  Philippines,  as  imported  rice 
became  more  expensive  than  local  rice,  offtake  of 
imported  rice  virtually  stopped,  and  in  August  the  i 

government  had  still  on  hand  nearly  63  per  cent  of  the  I 

rice  imported  in  1952.  In  Indonesia  and  Ceylon,  also,  < 

offtake  of  imported  rice  was  lower  in  1953,  enabling  1 

these  governments  to  manage  with  lower  imports.  In 
Ceylon,  effective  demand  for  imported  rice  tended  to  go 
down  after  September  1952  partly  because  of  a  reduc-  i 

tion  in  the  rice  ration  and  partly  because  the  local 
harvests  became  available.  Thus,  in  the  first  half  of 
1953,  rice  offtake  was  nearly  22  per  cent  lower  than  in  ' 

the  corresponding  period  of  1952.  Although  the  rice 
ration  has  been  increased  appreciably  from  20  July 
1953,  offtake  in  August  1953  was  lower  than  in  the 
corresponding  month  of  1952  because  of  the  increase  in 
prices, 3  and  in  the  following  month,  it  declined  by  nearly 
10  per  cent.  Although  imports  were  no  higher  than 
in  the  previous  year,  rice  stocks  at  the  end  of  September 
1953  were  nearly  four  times  the  September  1952  level. 

In  Japan  imports  of  food  grains  in  the  first  three 
quarters  of  1953  amounted  to  2.4  million  tons  or  12  per 
cent  less  than  in  the  corresponding  period  of  1952, 

However,  rice  imports  in  1953  are  expected  to  exceed  the 
1952  imports  by  about  10  per  cent,  owing  to  the 
shortfall  of  the  1953  rice  crop. 

The  position  was  different  in  the  case  of  Pakistan 
which  became  a  food  deficit  country  in  1952,  following 
harvesting  of  a  poor  wheat  crop.  A  considerable 
quantity  of  wheat  (0.32  million  tons)  had  to  be  imported 
in  1952.  The  1953  wheat  crop  was  also  unsatisfactory 
and  nearly  0.87  million  tons  of  wheat  had  to  be 
imported  during  the  first  three  quarters  of  1953. 
Following  larger  imports  from  abroad  and  harvesting 
of  the  1953  wheat  crop,  the  supply  position  has  improved 
considerably.  Thus,  by  June  1953  the  wholesale  price 
of  wheat  was  48  per  cent  lower  than  it  had  been  in 
January.  Local  procurement  of  wheat  was  also  appreci¬ 
ably  better  in  1953.‘‘ 

While  in  the  preceding  post-war  years,  it  was 
largely  the  shortage  of  rice  supplies  following  disruption 
of  production  in  Burma  and  the  States  of  Indochina, 
which  limited  regional  trade,  in  1953  the  reduction  of 
effective  demand  for  imported  rice  became  a  more 


3.  Rice  price  has  been  increased  from  12  to  36  cents  per  lb.  The 
ration  has  been  increased  from  2  lbs.  per  head  per  week  to  21  lb. 
In  addition,  the  consumer  can  buy  an  additional  1.6  lb.  at  43  cents 
per  lb. 

4.  Local  procurement  amounted  to  0.29  million  tons  in  1963  (April- 
September)  as  against  0.16  million  tons  in  1952. 


XUM 


CHAPTER  1.  THE  FOOD  POSITION 


3 


important  factor  in  the  situation.  As  indicated  above, 
this  reduction  in  effective  demand  was  brought  about 
by  increased  availabilities  of  food  grains  in  importing 
countries  and  higher  relative  prices  of  imported  rice. 
While  some  of  the  deficit  countries  aided  this  latter 
tendency  by  reducing  or  withdrawing  subsidies  on 
imported  grains,  the  surplus  countries  contributed  to  it 
by  requiring  higher  prices  for  rice.  Thus,  early  in 
1953  Burma  increased  the  export  price  of  rice  on  govern¬ 
ment  account  from  £55  to  £60  per  long  ton.  Thailand 
tried  to  increase  export  prices  on  trade  account  by 
demanding  higher  premia  for  the  grant  of  export 
permits.^  Reduction  in  effective  demand  for  imported 
rice  has  enabled  importing  countries  to  pay  greater 
attention  to  quality  and  price  and  also  to  cut  down 
imports.  Since  almost  the  entire  rice  surplus  of  the 
region  is  now  utilized  within  the  region,^  this  has  meant 
a  slackening  of  exports  from  the  rice  exporting  countries 
of  Burma,  Thailand^  and  the  States  of  Indochina.  To 
a  certain  extent,  the  emergence  of  mainland  China 
as  an  exporter  of  rice  has  abo  contributed  to  lower 

Chart  2 


RICE  EXPORTS  OF  SELECTED  ECAFE  COUNTRIES 


1953  fiRures  represent  annual  rates  based  on  Jan-Oct  for  Burma, 
and  Jan-Sept  for  Cambodia-Laos-Viet-Nam.  For  Thailand  calendar 
year  fiKures  are  used. 


1.  Both  Burma  and  Thailand  have  been  allowing  exports  of  about 
one-third  of  total  quantity  on  trade  accoqpt. 

2.  In  the  pre-war  years,  nearly  26  per  cent  of  the  total  regional  rice 
surplus  was  exported  outside  the  region. 

3.  In  the  case  of  Thailand  where  data  are  available  for  the  full  year 
1953,  rice  exports  amounted  to  1,340,000  tons  as  against  1,425,000 
in  1952. 


shipments  from  the  traditional  exporters  of  rice.  Under 
a  trade  agreement  with  Ceylon,  mainland  China  agreed 
to  supply  270,000  tons  of  rice  in  exchange  for  50,000 
tons  of  rubber  during  1953.^ 

Table  2  below  indicates  the  imports  of  food  grains 
(including  rice)  in  deficit  countries. 

Compared  to  the  previous  two  years,  the  financial 
strain  on  governments  of  the  region  on  account  of 
imports  and  distribution  of  food  grains  was  appreciably 
lower  in  1953.  This  was  due  mainly  to  reduction  in 
the  volume  of  imports.  In  Pakistan  where  imports  were 
larger,  the  major  part  of  them  has  become  available 
from  the  United  States  in  the  form  of  a  gift.  Another 
important  development,  which  helped  reduce,  in  some 
measure,  the  strain  on  foreign  exchange  resources  of 
the  deficit  countries,  was  the  sharp  decline  in  wheat 
prices  in  the  international  markets  in  the  second  quarter 
of  1953.  This  was  due  to  the  expectation  of  a  sub¬ 
stantial  increase,  mostly  in  North  America,  in  supplies 
available  after  July  1953.  In  the  second  half  of  the 
year,  export  markets  in  the  main  surplus  countries 
remained  generally  weak  owing  largely  to  sluggish  export 
demand.  Between  mid-October  and  mid-November  1953 
the  Canadian  wheat  export  prices,  both  under  and  out¬ 
side  International  Wheat  Agreement,  declined  by  8  cents 
per  bushel,  thus  bringing  the  IWA  price  to  1.89  Canadian 
dollars  or  18  per  cent  lower  than  last  year’s.  Towards 
the  end  of  December  the  Australian  wheat  price  outside 
IWA  (c.i.f.  U.K.  ports)  was  about  13  per  cent  lower 
than  in  July  1953.  The  full  effect  of  these  price  declines 
might  be  felt  in  1954  because  of  the  time  lag  between 
purchases  abroad  and  their  receipt  in  importing 
countries. 

The  position  in  1954  will  depend  largely  on  the 
outturn  of  the  rice  crops  harvested  towards  the  end  of 
1953.''  While  precise  information  about  the  size  of  these 


4.  Mainland  China  exported  in  all  100.000  tons  of  rice  in  1951  and 
200,000  tons  in  1952. 

5.  In  the  caee  of  Pakistan  much  depends  on  outturn  of  the  spring 
1954  wheat  crop. 


TABLE  2 

ECAFE  REGION:  IMPORTS  OF  FOOD  GRAINS  IN  DEFICIT  COUNTRIES 

Thousand  tons 


India 

Ceylon 

Japan 

Malaya 

Hong  Kong 

Indonesia 

Total 

Percentage 
accounted 
lor  by  rice 

1934-38  average 

1.986 

558 

2,004 

618 

201 

366 

5,732 

89 

1950  . 

2,175 

723 

2,488 

628 

192 

399 

6,605 

37 

1951  . 

4,815 

693 

3,397 

683 

214 

577 

10,379 

29 

1952  . 

3,994 

688 

3,682 

632 

281 

955 

10,398 

34 

1953“  . 

1,915 

515 

2,352 

565 

277 

410 

6,033 

39 

Source»:  Prior  to  1953,  KAO:  for  1953:  Ministry  of  Food  and  Afcricul-  GESERAL  NOTES:  FoodRrains  included  are  rice,  wheat  and  wheat 

ture,  India:  H.  M.  Customs.  Colombo;  Registrar  of  Malayan  Statis-  flour,  millets  and  sor^^hum,  maize  and  barley, 

tics,  Malaya;  Department  of  Commerce  and  Industry,  Horn?  Kons: 

Central  Bureau  of  Statistics  (Penerbitan  Kantor  Pusat  Statistik),  a.  Jan-Sep. 

Indonesia. 
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crops  is  not  yet  available,  present  indications  are  that 
the  regional  production  of  rice  is  likely  to  show  an 
increase  of  slightly  more  than  1  per  cent  over  the  1952 
level.  Moreover,  the  rice  crops  in  deficit  countries  may 
turn  out  to  be  larger  than  the  good  crops  of  1952,  except 
in  the  case  of  Japan.  In  that  country,  the  1953  rice 
crop  has  shown  a  shortfall  of  about  20  per  cent  com¬ 
pared  to  the  1952  level,  and  the  corresponding  decline 
with  respect  to  the  1951  crop  is  about  10  per  cent.  On 
account,  however,  of  the  increase  in  basic  rice  procure¬ 
ment  price  and  the  early  delivery  bonuses,  procurement 
of  rice  out  of  the  1953  crop  has  turned  out  to  be  better 
than  earlier  estimates.^  It  already  seems  likely  that  in 
1954  reduced  import  needs  elsewhere  in  the  region  will 
offset  the  increase  in  Japan’s  rice  requirements.  On  the 
other  hand,  rice  surpluses  available  from  the  traditional 
rice  exporters — Burma,  Thailand,  the  States  of  Indochina 
— are  expected  to  exceed  the  1953  level  by  approximately 
a  million  tons.  Mainland  China,  with  a  crop  no  higher 
than  last  year’s,  plans  to  export  270,000  tons  of  rice  to 
Ceylon  in  1954  in  accordance  with  its  trade  agreement. 

Thus,  the  tentative  picture  of  the  1954  food  position, 
which  emerges  at  the  end  of  1953,  indicates  a  consider¬ 
able  increase  in  export  availabilities  in  the  region,  as 
against  limited  changes  in  effective  demand  at  current 
prices.  But  effective  demand  could  be  stimulated 
appreciably  by  a  downward  adjustment  of  prices  that 
would  shift  consumption  back  towards  the  pre-war 

1,  Rice  procurement  from  September  to  20  December,  1953  amounted 
to  2.76  million  tons  of  brown  rice.  In  1952,  procurement  during 
the  anme  period  had  amounted  to  3.75  million  tons,  but  in  the 
corresponding  periods  of  the  preceding  3  years,  it  had  varied  be¬ 
tween  3.1  and  3.2  million  tons. 


import  pattern.  The  recent  agreements  concluded  by 
Burma  with  Ceylon  and  Japan  which  provide  for  export 
of  200,000  and  300,000  long  tons  of  rice  respectively  at 
£50  per  ton  as  against  £60  for  the  1953  crop,  reflect 
an  appreciation  of  the  new  relation  between  demand  and 
supply.  It  is  also  reported  that  between  June  and 
November  1953  the  export  price  of  rice  from  Thailand 
on  private  account  had  dropped  by  15  per  cent.^ 
Whether  the  price  decline  that  has  occurred  so  far  will 
prove  suflicient  to  ensure  the  offtake  of  available  sur¬ 
pluses,  will  depend  among  other  things  on  the  actual 
size  of  the  late  1953  crop. 

This  situation  is  a  complete  reversal  of  the  shortages 
of  the  previous  years.  Prices  are  once  again  the  govern¬ 
ing  factor  in  the  regional  rice  market,  and  a  considerable 
expansion  in  consumption  would  be  possible  if  they  were 
reduced.  However,  the  rice  trade  is  largely  controlled 
by  the  governments  of  exporting  countries,  which  derive 
substantial  revenues  from  it  and  naturally  tend  towards 
a  policy  of  price  maintenance.  Lower  export  prices 
would  entail  the  sacrifice  of  revenues  or  of  incentives 
to  growers,  or  both;  but  high  prices  have  placed  rice 
at  a  disadvantage  compared  with  grains  from  dollar 
sources,  the  prices  of  which  are  failing.  So  much  is 
evident  from  the  willingness  of  governments  to  spend 
hard  currencies  on  food  imports.  Before  the  war  rice 
accounted  for  a  far  higher  proportion  of  the  grain 
imports  of  the  deficit  countries,  and  a  return  towards 
this  pattern  of  food  trade,  which  could  prevent  growing 
surpluses  in  the  exporting  countries,  depends  essentially 
upon  a  substantial  reduction  of  export  prices. 

2.  The  quotation  is  for  white  rice  5  per  cent  broken. 
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Chapter  2. 

THE  EXPORT  DECLINE 


INTRODUCTION 

The  economy  of  ECAFE  countries  except  main¬ 
land  China  has  largely  been  dominated  in  the  last 
few  years  by  very  sharp  fluctuations  in  commodity 
prices,  affecting  not  only  export  earnings,  but  also 
the  level  of  government  revenue  and  the  whole 
tempo  of  economic  activity.  High  prices  in  the  early 
period  of  the  Korean  war  boom  made  possible  sub¬ 
stantial  increases  in  consumption  levels  as  well  as  the 
launching  of  a  great  many  development  projects,  but  in 
the  period  of  price  decline  retrenchment  became  neces¬ 
sary.  The  impact  of  the  price  fluctuations  was  not  con¬ 
fined  to  those  countries  in  which  exports  account  for  a 
substantial  proportion  of  national  income;  in  India 
exports  are  small  in  relation  to  national  income,  yet 
inflationary  pressures  arose  from  the  commodity  boom, 
and  sharp  price  declines  followed.  In  the  case  of  Japan, 
which  is  a  large-scale  importer  of  primary  products  and 
exporter  of  manufactures,  the  impact  of  the  Korean  war 
boom  nevertheless  resulted  in  a  great  rise  in  exports 
and  an  improvement  in  the  terms  of  trade.  While  Japan 
had  not  suffered,  as  other  countries  did,  from  a  sharp 


deterioration  in  the  terms  of  trade  in  the  subsequent 
period,  it  had  nevertheless  experienced  declines  in  export 
prices  comparable  to  those  of  other  countries.  In  fact 
it  appears  that,  apart  from  mainland  China,  only  the 
Philippines  has  not  shown  the  general  pattern  of  events, 
largely  because  of  the  counteracting  effect  of  the  United 
States  Government  expenditure. 

The  timing  of  events  has  varied  from  country  to 
country  according  to  the  particular  factors  affecting  the 
markets  for  their  export  products.  While  the  peak  was 
generally  reached  as  early  as  the  first  half  of  1951,  the 
rice  exporting  countries  continued  to  enjoy  until  the 
middle  of  1953  favourable  export  markets,  but  in  the 
near  future  they  also  may  have  to  face  the  problems  of 
readjustment  that  earlier  confronted  the  raw  material 
exporters. 

No  very  dramatic  changes  occurred  in  1953.  While 
some  substantial  price  changes  are  still  in  progress,  the 
value  of  both  exports  and  imports  has  declined 
moderately  in  most  countries  of  the  region  and  the 
prevailing  impression  is  that  of  a  return  to  normal. 


TABLE  3 

ECAFE  COUNTRIES:*  VOLUME  OF  EXPORTS  OF  MAJOR  COMMODITIES 

Thousand  tons 


1938 

1 

1948 

1949 

1950 

1951 

1952 

1953»> 

Rubber  . 

871 

1,435 

1,417 

1,752 

1,770 

1,643 

1,543 

Tin-in-concentrales*^ . 

30 

42 

40 

43 

41 

46 

40 

Tin  metal . 

b2 

48 

59 

83 

66 

64 

64 

Jute,  raw . 

413 

392 

612 

672 

812 

1,004 

lute  manuiactures . 

947 

941 

772 

648 

805 

720 

Oilseeds  and  oils<^ . 

1,412 

931 

1,049 

1,154 

1,306 

1,183 

841 

Cetton.  raw  . 

4E3 

259 

218 

239 

247 

298 

380 

Cotton  piecegoods*^ 

(million  square  metres) . 

2,563 

596 

1,016 

1  1,951 

1,552 

1,126 

1,165 

Tea  . 

356 

319 

377 

'  351 

412 

392 

355 

Rice  . 

5,358 

2,198 

'  2,801 

3,230 

3,083 

2,563 

Sugar  . 

1,890 

281 

j  2,500 

j  1,050 

856 

1,254 

1,469 

a.  Data  represent  total  expoi'ts  of  major  producing  countries  given 
in  infra.  Table  8.  Asian  Economic  Statistics  Section,  which,  in  the 
case  of  individual  commodities,  are  as  follows:  rubber:  Brunei, 
Burma.  Ceylon,  the  States  of  Indochina,  Indonesia,  Malaya  (net 
export),  North  Borneo,  Sarawak,  and  Thailand;  tin^in-concentratca: 
Burma.  Indonesia,  and  Thailand;  tin  metal:  Malaya;  jute,  raw: 
Pakistan  and  India;  jnte  manufacturea:  India;  oilaeeda  and  oils: 
Ceylon,  Hong  Kong,  India,  Indonesia,  Malaya,  North  Borneo  and 
the  Philippines:  cotton,  raw:  India  and  Pakistan:  cotton  piece- 


poda:  India  and  Japan:  tea:  Ceylon,  India,  Indonesia,  Japan  and 
Pakistan:  rire:  Burma,  China  (Taiwan  only),  the  States  of  Indo> 
china,  and  Thailand:  eugar:  China  (Taiwan  only),  Indonesia  and 
the  Philippines. 

b.  Annual  rate  based  on  Jan^Jun  figures. 

c.  Includes  exports  to  Malaya. 

d.  Oil  equivalent. 

e.  Length  figures  for  India  converted  on  basis  of  1  yard  width. 
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COMMODITY  PRICES  AND  PRODUCTION 

Most  ECAFE  countries  depend  for  their  export 
earnings  on  a  small  number  of  commodities,  and  for 
the  countries  of  the  region'  (excepting  Japan),  eight 
commodities  or  commodity  groups,  including  rice,  oil¬ 
seeds  and  oils,  tea,  rubber,  tin,  petroleum,  cotton  and 
its  manufactures,  and  jute  and  its  manufactures, 
accounted  for  about  70  per  cent  of  total  exports  in 
1950.  With  the  exception  of  rice  and  petroleum  pro¬ 
ducts,  which  are  largely  traded  within  the  area,  these 
commodities  also  accounted  for  the  bulk  of  ECAFE 
countries’  exports  to  Europe  and  the  United  States. 
Concentration  on  these  few  commodities  makes  the 
region  highly  sensitive  to  changes  in  their  market  con¬ 
ditions,  and,  with  the  exception  of  tea,  rice  and  petro¬ 
leum,  they  have  shown  a  remarkable  degree  of  price 
instability  which  largely  created  the  difficulties  of  violent 
inflation  and  later  of  re-adjustment  which  had  con¬ 
fronted  most  ECAFE  countries  in  recent  years. 

Rubber 

While  all  commodities  have  reacted  to  the  impact 
of  the  Korean  war,  both  the  timing  and  the  amplitude  of 
price  movements  have  varied  considerably  according  to 
the  particular  factors  affecting  the  market  for  individual 
commodities.^  Rubber  is  not  only  the  most  important 
export  product  of  the  area  in  value,  but  has  also  shown 
the  greatest  price  fluctuations.  Thus  the  average  annual 
export  earnings  of  the  region  from  rubber,  in  the  three 
years  1950-1952,  exceeded  the  1948  average  by  about 
$800  million.  The  Korean  war  boom  hit  the  rubber 
market  with  special  violence,  for  it  reinforced  a  trend 
of  prices  already  strongly  upward,  and  demand  for  stock 
accumulation  took  particular  strength  from  the  general 
fear  in  the  consuming  countries  that  the  source  of  supply 
might  be  cut  off  by  an  extension  of  military  operations. 
A  truly  spectacular  increase  in  the  prices  of  rubber  took 
them  by  February  1951  to  a  level  2i  times  that  of  the 
first  half  of  1950  and  as  high  as  five  times  the  1949 
price. 

The  response  of  production  to  this  price  rise  was 
impressive  in  the  case  of  Indonesia  where  smallholders’ 
production  more  than  doubled  between  1949  and  1951. 
In  Malaya,  on  the  other  hand,  the  shortage  of  labour 
on  the  estates  actually  resulted  in  a  decline  in  output 
which  more  than  offset  the  modest  increase  in  small¬ 
holders’  production.  Altogether,  exports  of  countries 
in  South  East  Asia  were  in  1-950  and  1951  only  20  per 
cent  above  the  level  of  1948  and  1949,  which  was  how¬ 
ever  already  over  60  per  cent  higher  than  in  1938. 


1.  Including-  Burma,  Cambodia,  Ceylon,  China  (Taiwan  only).  Hone 
Kong,  India,  Indonesia,  Japan,  Laos,  Malaya,  Pakistan,  Philip¬ 
pines,  Thailand  and  Viet-Nam  but  excluding  mainland  China, 
Korea  and  Nepal. 

2.  For  a  more  detailed  study  of  the  important  commodities  exported 
from  the  ECAFE  region,  see  A  study  of  Trade  between  Asia  and 
Europe,  United  Nations  publication  1953,  II.  F.  3. 


Chart  3 

INDEX  NUMBERS  OF  WHOLESALE  PRICES 
OF  SELECTED  COMMODITIES 
Jan— Jun  i9So«ioo 


Note:  The  following  specifications  apply  tc  the  above  selected  commodi- 
tions: 

Rubber  R.S.S.  No.  1;  f.o.b.  Singapore. 

Tin  Cash,  London. 

Cotton  Raw,  4F.  Punjab,  R.G.  Karachi. 

Jute  Raw,  Middle,  Narayangunj. 

Textiles  Export  price,  Japan. 

Coconut  Oil  f.o.b.  Singapore. 

Copra  Rosocada,  Manila. 

Rice  Unit  value  of  exports:  Buima. 

Tea  Medium  grown,  Colombo. 
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The  high  prices  of  natural  rubber  prevailing  in 
1951  and  in  early  1952  resulted  in  a  substantial  sub¬ 
stitution  of  the  synthetic  product.  Thus  in  1951  con¬ 
sumption  of  natural  rubber  declined  by  200,000  tons, 
as  compared  with  1950,  while  the  consumption  of  syn¬ 
thetic  rubber  increased  by  a  slightly  larger  amount. 
Substitution  continued  into  1952,  although  at  a  slower 
rate,  because  as  its  price  fell  rapidly,  natural  rubber 
was  regaining  a  more  competitive  position  as  compared 
to  the  synthetic  product. 

By  the  third  quarter  of  1953,  the  price  decline 
had  slowed  down  considerably  and,  at  a  price  of  around 
S0.20  per  lb.  in  New  York,  natural  rubber  may  be 
expected  to  retain  its  competitive  position  and  share 
fully  in  the  benefits  of  any  further  expansion  in  world 
demand. 

The  market  has  been  highly  artificial  in  the  last 
few  years.  Stockpiling  activities,  mostly  by  the  United 
States  Government,  have  resulted  in  purchases  well  in 
excess  of  current  consumption.  On  the  other  hand, 
an  important  potential  consumer,  mainland  China,  has 
been,  until  the  recent  signing  of  an  agreement  with 
Ceylon,  practically  excluded  from  the  market.  A  simul¬ 
taneous  disappearance  of  stock  piling  by  the  United 
States  and  full  resumption  of  purchases  by  mainland 
China  would,  however,  leave  the  rubber  market  consider¬ 
ably  weakened. 

Another  weakness  in  the  rubber  industry  lies  in  the 
fact  that  while  prices  are  back  to  the  pre-Korean  war 
level,  the  whole  structure  of  costs  has  shifted  upward, 
markedly  so  in  Indonesia,  and  to  a  lesser  but  still  signi¬ 
ficant  extent  in  Malaya  and  Ceylon.  In  the  more 
distant  future  the  industry  can  however  look  forward  to 
substantial  increases  in  productivity  upon  the  coming 
into  production  of  the  new  improved  strains  currently 
being  planted  (mostly  in  Malaya). 

Tin 

The  boom  in  tin  was  affected  by  much  the  same 
influences  as  applied  to  rubber.  But  the  market  had 
been  falling  prior  to  the  outbreak  of  the  war  in  Korea 
and  prices  started  rising  with  some  time  lag.  Both 
world  output  and  consumption  were  still  well  below  the 
1936-1938  level,  and  it  was  only  under  the  impact 
of  the  rapidly  rising  prices  at  the  end  of  1950 
and  in  the  beginning  of  1951  that  exports  of  tin 
from  South  East  Asia  equalled  and  later  exceeded  the 
exceptionally  low  export  rate  of  1938.  The  second  half 
of  1951  saw  a  fall  of  prices  from  the  peak  reached  in 
the  first  half,  followed  by  a  temporary  stability  of  tin 
prices  at  a  level  60  per  cent  higher  than  in  the  first 
half  of  1950.  This  price  stability,  which  lasted  until  the 
end  of  the  first  quarter  of  1953,  was  the  result  of 
contracts  placed  by  the  United  States  Government  for 
purchases  of  tin  from  both  Indonesia  and  Malaya,  and 


the  price  $1.22  per  lb.  dominated  the  market  for  over 
a  year.  The  reduction  of  the  stocking  programme 
(anticipated  and  actual)  led  in  March  1953  to  a  sharp 
decline  in  the  price  of  tin  and  by  August  1953  it  was 
back  to  its  level  before  the  Korean  war,  although  it  has 
risen  by  nearly  10  per  cent  since  then. 

A  buffer  stock  agreement  to  prevent  wide  fluctua¬ 
tions  in  the  price  of  tin  was  concluded  at  the  United 
Nations  Tin  Conference  in  December  1953  and  will  be 
open  for  signature  until  30  June  1954.  The  agreement 
would  operate  in  such  a  way  as  to  keep  the  price  of  tin 
metal  within  the  range  of  £640  and  £880  sterling  a  long 
ton.  The  proposed  arrangement  is  of  special  significance 
to  the  region  which  produces  the  major  portion  of  the 
world’s  tin  supply. 

Jute  and  jute  manufactures 

The  price  of  jute  both  in  London  and  New  York 
was  in  1949  nearly  five  times  the  1938  price,  a  contrast 
with  the  saturation  in  rubber  due  to  conditions  of  con¬ 
tinued  scarcity,  reinforced  by  the  interruption  of  trade 
between  India  and  Pakistan.  Jute  prices  in  1950  were, 
however,  falling,  following  a  sharp  increase  in  export 
availabilities  in  Pakistan,  and  it  W'as  not  until  the  end  of 
1950  that  jute  prices  showed  a  significant  increase.  In 
1951,  alhough  there  was  a  further  significant  increase 
in  supply  of  both  raw  jute  from  Pakistan  and  jute 
manufactures  from  India,  a  sharp  rise  in  prices  took 
place  following  the  abolition  of  the  control  of  jute  prices 
by  the  Indian  Jute  Mills’  Association  and  reaching  its 
peak  during  the  second  quarter  of  the  year.  High  prices 
led  to  substantial  decline  in  consumption  and  a  further 
shift  to  the  use  of  substitute  materials,  and  with  the 
arrival  of  a  larger  crop  in  1952  in  India  and  Pakistan, 
the  bottom  dropped  out  of  the  market,  jute  prices  falling 
in  the  middle  of  1952  to  a  level  only  1  of  the  peak. 
The  decline  in  jute  prices  and  severe  restrictions  on  the 
sowing  of  jute  in  Pakistan  resulted  in  a  much  smaller 
crop  in  1953.  The  decline  in  production  led  to  expecta¬ 
tions — fulfilled  to  a  limited  extent  in  the  second  and 
third  quarters  of  the  year — of  a  rise  in  prices,  while 
the  volume  of  exports  of  raw  jute  rose  sharply  at  the 
end  of  1952  and  in  the  first  half  of  1953  under  the 
stimulus  of  stock  replenishment  by  consumers. 

It  is  anticipated  that  the  improvement  in  the  com¬ 
petitive  position  of  jute  products  relative  to  paper  and 
other  substitute  materials  may  increase  the  demand  for 
hessian  in  the  coming  year.  The  outlook  for  sacking 
may  not  be  so  favourable  since  the  trend  towards  bulk 
packaging  of  grains  continues. 

Oilseeds  and  oils 

Production  of  oilseeds  and  oils  in  Asia,  the  main 
exporting  area,  has  not  yet  reached  the  pre-war  level 
and  exports  from  the  region,  even  at  their  1951  peak. 
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were  lower  than  before  the  war,  owing  largely  to  the 
decline  in  groundnut  exports  from  India  and  in  sea¬ 
borne  exports  of  soybeans  from  mainland  China.  These 
were  scarcity  conditions  and  the  prices  of  most  oilseeds 
and  oils  before  the  outbreak  of  the  Korean  war  were 
very  much  in  excess  of  the  pre-war  level.  Thus  in  1943 
coconut  oil  in  the  United  States  and  in  the  United 
Kingdom  was  sold  at  more  than  four  times  the  1938 
prices.  But  the  fairly  rapid  improvement  of  production 
since  then  has  imparted  a  strongly  downward  trend  to 
prices.  The  volume  of  exports  of  oil  seeds  and  oils 
from  the  ECAFE  region  increased  by  40  per  cent  between 
1948  and  1951,  and  even  more  significantly,  the  balance 
of  production  and  consumption  in  the  United  States 
swung  sharply  after  the  war  so  that  by  1952  that 
country  had  emerged  as  the  largest  single  net  exporter 
of  fats  and  oils,  whereas  before  the  war  it  had  been  the 
third  largest  importer  after  the  United  Kingdom  and 
Germany.  The  falling  secular  trend  in  prices  prevented 
any  very  great  increase  in  the  prices  of  oils  during  the 
Korean  war.  Thus  in  the  Philippines  the  price  of  copra 
rose  by  less  than  50  per  cent  between  the  first  half  of 
1950  and  the  peak  reached  in  the  first  quarter  of  1951. 
The  consequent  rise  in  production  was  however  sub¬ 
stantial  and  the  large  volume  of  exports  in  the  course  of 
the  year  contributed  to  a  rapid  price  fall:  by  April 
1952,  which  marked  the  lowest  point,  the  price  was 
barely  more  than  half  that  prevailing  before  the  start 
of  the  Korean  war.^  Copra  and  coconut  oil  prices 
staged  a  sharp  recovery  in  1952  following  the  serious 
fall  in  production  both  in  Indonesia  and  in  the  Philip¬ 
pines.  The  first  half  of  1953  marked  a  further  decrease 
in  the  exports  of  copra  and  also  of  groundnuts;  succes¬ 
sive  bad  harvests  and  sharp  rises  in  domestic  prices  led 
the  Indian  Government  to  impose  an  export  ban  on  the 
latter  in  June  1953.  Later  in  1953  exports  of  copra  and 
coconut  oil  from  the  Philippines  and  Indonesia  recovered 
substantially,  as  prices  rose  again  after  a  recession  in 
the  second  quarter. 

Cotton  and  manufactures 

Pakistan  and,  to  a  far  smaller  extent,  India  are 
exporters  of  raw  cotton,  while  Japan  and  India  are  the 
main  importers — the  latter  importing  long  staple  cotton 
not  locally  available.  Japan  and  India,  who  are  also  the 
principal  exporters  of  cotton  manufactures,  obtain  a 
substantial  portion  of  their  raw  cotton  from  the  United 
States.  India  also  buys  in  Egypt,  while  Japan  is  the 
main  market  for  Pakistan.^  The  area  sown  to  cotton 
was  severely  restricted  during  the  war  owing  to  export 
difficulties  and  the  need  for  increased  food  production, 
but  cotton  output  has  expanded  steadily  since  then. 


1.  While  the  prices  of  all  oils  and  oil  seeds  roae  from  the  middle  of 
1950  to  April  1951,  and  declined  up  to  April  1952,  the  amplitude  of 
the  movement  varied  considerably,  as  did  also  the  subsequent 
trends.  Although  edible  oils  have  usually  followed  the  same  pat¬ 
tern  as  copra,  industrial  oils,  linseed  for  instance,  have  continued 
to  decline  up  till  the  middle  of  1953. 

2.  Mainland  China  was  the  main  importer  of  Pakistan  cotton  in 
1951/62. 


owing  mainly  to  an  increase  in  area  sown  in  India  and 
to  increases  both  in  area  and  productivity  in  Pakistan, 
where  higher  yielding  American  type  strains  have  been 
introduced  on  a  large  scale.  Owing  to  the  post-war 
scarcity  of  cotton  in  soft  currency  countries,  cotton  prices 
in  Pakistan  were  higher  in  most  post-war  years  than  the 
corresponding  prices  in  the  United  States.  Furthermore, 
under  the  impact  of  the  Korean  war  boom,  the  price 
of  Pakistan  cotton  rose  sharply,  nearly  doubling  between 
the  first  half  of  1950  and  March  1951  as  against  a 
50  per  cent  rise  in  the  United  States  during  the  same 
period.  While  these  high  prices  limited  the  volume  of 
exports  in  1951,  a  sharp  decline  in  prices  led  to  a  con¬ 
siderable  rise  in  shipments  in  1952  and  in  the  beginning 
of  1953.  By  the  end  of  1952  Pakistan  cotton  price 
was  lower  than  before  the  Korean  war  boom,  while  the 
United  States  price  had  remained  substantially  above  it. 
In  1953  the  food  crisis  in  Pakistan  led  to  some  restric¬ 
tion  of  the  area  sown  to  cotton  but  a  greater  fall  in 
production  is  expected,  owing  to  unfavourable  weather 
conditions.  Exports  might  fall  even  more  than  output 
since  the  rapid  expansion  of  the  cotton  textile  industry 
in  Pakistan  is  likely  in  future  to  absorb  an  increasing 
proportion  of  domestic  production.® 

As  regards  cotton  manufactures,  Japanese  exports 
made  a  slow  recovery  after  the  war.  Indian  exports  on 
the  other  hand  rose  rapidly  and  in  1950,  when  textile 
demand  was  at  its  peak,  reached  6i  times  their  pre-war 
level,  thanks  to  the  highly  competitive  price  of  Indian 
textiles  brought  about  by  controls  which  stabilized  at  a 
low  level  the  domestic  price  for  raw  cotton.  The 
Japanese  cotton  textile  industry,  on  the  other  hand, 
with  its  capacity  still  severely  limited,  was  not  in  a 
position  to  increase  substantially  the  volume  of  exports, 
and  it  reacted  to  the  Korean  war  boom  by  a  rise  in 
prices  of  a  size  unusual  in  the  case  of  manufactured 
goods:  between  the  first  half  of  1950  and  the  peak 
reached  in  the  first  quarter  of  1951  export  prices  of 
Japanese  cotton  piece  goods  rose  by  80  per  cent. 

The  downswing,  in  turn,  also  affected  differently  the 
two  major  exporters  of  the  region.  The  recession  in  the 
textile  trade  in  the  course  of  1951  hit  the  volume  in  the 
case  of  India  and  the  prices  of  exports  in  the  case  of 
Japan.  In  1952,  however,  both  prices  and  quantities 
declined  in  the  two  countries  until  a  marked  recovery 
in  the  textile  trade  became  apparent  in  the  second 
quarter  of  1953. 

Because  of  the  slow  expansion  of  cotton  cultivation, 
the  growth  of  cotton  textile  production  in  the  region 
may  have  to  depend  on  continued  imports  from  outside 
the  region,  unless  great  advances  in  productivity  can 
be  achieved.  Export  markets  within  the  region  for 
cotton  manufactures  are  unlikely  to  expand  substantially 


3.  Production  in  1950/51  and  in  1952/53  amounted  to  1.5  and  1.8 
million  bale^  respectively,  while  consumption  rose  from  0.1  million 
to  0.3  million  bales. 
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as  a  number  of  countries — Pakistan  is  foremost  amongst 
them — are  developing  their  domestic  industries,  while 
a  number  of  other  countries  have  imposed  import  restric¬ 
tions  for  balance  of  payments  reasons. 

Tea 

The  production  of  tea  in  EXAFE  countries  exclud¬ 
ing  mainland  China  was  30  per  cent  higher  in  1951  than 
pre-war,  while  exports  from  the  main  producing  coun¬ 
tries  were  only  10  per  cent  above  pre-war,  owing  partly 
to  increases  in  consumption  in  the  producing  countries. 
Tea  prices  have  shown  a  greater  stability  than  those  of 
any  of  the  commodities  reviewed  so  far.  While  they 
showed  little  rise  under  the  impact  of  the  Korean  war 
boom,  they  did  however,  despite  the  existence  of  a 
producers’  agreement  among  the  four  main  exporting 
countries,  decline  in  1951  and  fall  appreciably  in 
1952.  This  decline  affected  most  severely  some  of  the 
lower  grades  of  tea  exported  from  India  and  Pakistan 
and  a  number  of  tea  gardens  in  Northern  India  closed 
down  early  in  1953,  laying  off  42,000  workers.  The 
price  decline  led  to  a  drop  in  production  in  1952  and 
an  even  greater  decline  in  exports.  Prices  recovered 
somewhat  late  in  1952  and  in  1953  and  approximate 
equilibrium  has  again  been  reached  in  the  market. 

Rice 

While  the  raw  materials  which  have  been  discussed 
so  far  had  shown  a  fairly  uniform  pattern,  to  which 
even  tea  conformed  to  a  large  extent,  the  course  of 
export  prices  of  rice  was  very  different.  As  stressed 
in  chapter  1  conditions  of  scarcity  had  prevailed  in  Asian 
markets  until  the  middle  of  1953,  because  production  in 
Burma  and  the  States  of  Indochina  recovered  only  slowly, 
and  there  was  a  steady  rise  in  prices.  The  slight  decline 
that  took  place  in  the  volume  of  exports  in  1952  was 
largely  due  to  the  failure  of  Thailand  to  sell  the  whole 
of  its  crop,  price  not  being  acceptable  to  the  govern¬ 
ment.  The  break  in  the  market  in  1953  was  essentially 
due  to  a  reduction  in  effective  demand  for  imported  rice 
brought  about  by  increased  local  production  and  relative¬ 
ly  high  rice  prices. 

Sugar  and  petroleum 

In  the  case  of  the  Philippines  the  price  of  sugar 
had  been  stabilized  by  the  quota  agreement  with  the 
United  States;  the  export  price  rose  slowly  but  steadily 
until  the  latter  part  of  1953.  Earnings  from  sugar  have 
thus  varied  with  the  size  of  the  crop,  having  fallen  sub¬ 
stantially  in  1951  and  risen  to  a  post-war  peak  in  1952, 
while  in  the  first  half  of  1953  they  appeared  to  show  a 
fall  in  relation  to  the  corresponding  period  of  the  pre¬ 
vious  year.  Exports  from  Taiwan  were  sold  at  free 
market  prices,  which  had  risen  up  to  1951  but  suffered 
a  substantial  decline  thereafter. 


The  same  price  stability  has  been  a  characteristic 
of  petroleum  and  petroleum  products  during  and  after 
the  Korean  war  boom;  the  firm  control  kept  by  the 
large  companies  prevented  any  serious  fluctuations  in 
prices,  and  earnings  from  petroleum  products  have 
increased  with  the  growth  of  output. 

EXPORT  EARNINGS 

The  export  earnings  of  countries  in  the  ECAFE 
region  have  been  largely  determined  by  the  prices  of 
the  main  commodities  which  have  just  been  reviewed 
and,  to  a  lesser  degree,  by  changes  in  export  volumes, 
although  in  some  cases  the  prices  themselves  partly 
reflected  independent  fluctuations  in  production.  Follow¬ 
ing  the  general  trend  in  commodity  prices,  export  earn¬ 
ings  have  been  falling  since  the  first  half  of  1951  and 
were  still  declining  in  the  first  half  of  19.53,  although 
many  commodity  prices  were  by  then  recovering  from 
the  1952  falls.  While  the  decline  was  extremely  rapid, 
by  nearly  S1,000  million  between  the  first  and  the 
second  half  of  1951,  it  gradually  tended  to  taper  off 
and  the  fall  in  export  earnings  between  the  second  half 
of  1952  and  the  first  half  of  1953  was  reduced  to  about 
$280  million  (see  table  4).  Figures  for  the  13  countries 
in  the  region  for  which  data  are  available  for  the  third 
quarter  of  1953  indicate  that  this  downward  movement 
has  at  last  come  to  an  end,  and  the  value  of  exports  in 
the  third  quarter  has  been  a  little  higher  than  in  the  two 
previous  quarters.  Wide-spread  gains  were  to  a  large 
extent  offset  by  a  continued  steep  decline  in  the  exports 
of  Malaya,  caused  by  the  further  fall  in  rubber  and  tin 
prices. 

The  evidence  so  far  available  thus  suggests  that  the 
level  of  export  earnings  of  the  region  were  tending 
towards  stability  around  a  level  somewhat  higher  than 
before  the  outbreak  of  the  Korean  war.  The  value  of 
exports  of  14  countries  in  the  region  including  Japan  in 
the  first  half  of  1953  amounted  to  an  annual  rate  of 
approximately  $6,600  million  while  in  the  first  six  months 
of  1950  they  were  at  an  annual  rate  of  $5,200  million. 
Part  of  this  improvement  was.  however,  due  to  the  sub¬ 
stantial  increase  in  Japanese  exports  over  the  period.  If 
Japan  is  excluded,  a  less  favourable  picture  emerges, 
showing  a  rise  in  exports  between  the  first  half  of  1950 
and  the  first  half  of  1953  from  an  annual  rate  of  $4,6(X) 
million  to  one  of  $5,400  million.  Net  exports  (excluding 
extra-regional  trade)  of  13  countries  in  the  region  (other 
than  Japan)  in  the  first  half  of  1953  can  be  estimated 
to  have  been  about  25  per  cent  higher  than  in  the  first 
half  of  1950.  This  rise,  in  relation  to  rises  in  import 
prices  during  the  period,  by  22  per  cent  from  the 
United  Kingdom,  by  15  per  cent  from  the  United  States 
and  by  20  per  cent  from  Continental  Europe,  gives  an 
indication  of  a  small  increase  in  the  ability  of  the  region 
to  import  manufactures  from  its  main  sources  of  supply. 
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TABLE  4 


ECAFE  COUNTRIES:  VALUE  OF  EXPORTS 
Monthly  averages 

Million  dollars 


1950 

1951 

1952 

1953  1 

Jan-Jun 

Jul-Dec 

Jan-Jun 

Jul-Dec 

Jan-Jun 

Jul-Dec 

Jan-Jun 

Malaya  and  British  Borneo 

Malaya  . 

66.8 

151.8 

190.2 

140.5 

111.9 

101.5 

86.9 

British  Borneo 

Brunei^  . 

5.6 

5.6 

7.4 

7.4 

7.8 

7.8 

North  Borneo  . 

1.7 

2.8 

3.5 

2.7 

2.0 

1.6 

1.5 

Sarawak  . 

8.6 

12.2 

14.3 

13.4 

12.2 

11.7 

Indonesia . 

41.7 

88.0 

111.3 

97.7 

76.3 

75.8 

63.9 

Pakistan  . 

32.4 

49.0 

79.5 

47.7 

53.5 

35.2 

40.8 

Philippines^  . 

23.5 

31.9 

39.5 

27.3 

32.3 

25.7 

32.3 

Ceylon  . 

21.3 

31.0 

36.0 

30.9 

29.0 

23.6 

27.2 

Thailand  . 

22.2 

25.8 

31.5 

30.7 

27.6 

25.9 

27.8 

Burma . 

12.5 

13.7 

19.3 

15.4 

21.8 

22.2 

20.7 

Cambodia.  Laos  and  Viet-Nam 

5.0 

7.5 

10.2 

12.3 

11.5 

7.9 

7.6 

China  (Taiwan  only)®  . 

6.5 

5.6 

9.6 

5.2 

11.6 

8.4 

9.1 

Hong  Kong  . 

42.2 

67.3 

82.5 

47.5 

38.5 

46.5 

45.3 

India . 

88.4 

107.9 

148.3 

125.9 

112.5 

104.2 

88.4 

Japan . 

53.8 

82.8 

110.3 

115.5 

113.8 

98.3 

100.7 

432.2 

682.9 

893.4 

720.1 

662.3 

596.3 

552.2*1 

Total  excluding  Japan . 

378.4 

600.1 

783.1 

604.6 

548.5 

498.0 

451.5*1 

Source:  United  Nations  Statistical  Office  excepting  the  following:  a.  Monthly  averages  based  on  annual  total. 

North  Borneo,  Fourth  Supplement  to  the  Government  Gazette;  b.  Imports  valued  f.o.b. 

Brunei  and  Sarawak,  Annual  Report;  Thailand,  Bank  of  Thailand;  c.  Figures  relate  to  payments. 

China  (Taiwan  only).  Bank  of  Taiwan.  d.  Excluding  Brunei  and  Sarawak. 


The  amplitude  of  comodity  price  fluctuations  has  to 
a  large  degree  also  determined  the  degree  of  instability 
of  the  different  economies.  The  degree  of  instability 
of  the  major  exporting  countries  of  the  area  is  compared 
in  chart  4,  which  presents  the  value  of  exports  in  the 
first  half  of  1950  and  in  the  first  half  of  1953  as  a 
percentage  of  the  peak  value  reached  in  the  boom  which, 
for  most  countries,  occurred  in  the  first  half  of  1951. 
Thus  in  the  case  of  Malaya,  for  instance,  the  chart  shows 
that  the  value  of  exports  in  the  first  half  of  1950  was 
only  35  per  cent  of  the  peak  value  which  was  reached  a 
year  later,  while  in  the  first  half  of  1953  earnings  had 
again  fallen  back  to  45  per  cent  of  that  maximum.  In 
the  case  of  Thailand,  at  the  other  extreme,  export  values 
before  the  Korean  war  boom  were  as  much  as  70  per 
cent  of  the  1951  peak  while  in  the  first  half  of  1953 
they  had  only  fallen  back  to  88  per  cent  of  that  peak. 
If  instability  is  measured  by  the  amplitude  of  the 
fluctuations  of  exchange  earnings  between  the  peak  and 
positions  immediately  before  and  after  the  Korean  war, 
the  chart  shows  the  most  unstable  country,  as  closest  to 
the  origin. 

At  the  same  time  the  chart  indicates  the  relative 
change  in  the  value  of  exports  between  the  first  half 
of  1950  and  the  first  half  of  1953.  The  increase  in 
export  earnings  between  the  first  half  of  1950  and  the 
first  half  of  1953  is  indicated  by  the  distance  at  which 
a  country  is  charted  to  the  right  of  the  diagonal.  Thus, 
India’s  export  earnings  are  shown  to  have  made  lea«t 
headway:  their  value  in  1950  was  60  per  cent  of  the 


peak  and  fell  back  to  the  same  level  in  the  first  half 
of  1953.  On  the  other  hand,  in  the  first  half  of  1950 
Japanese  exports  amounted  to  47  per  cent  of  the  peak 
and  declined  moderately  to  88  per  cent  of  the  peak  in 
the  first  half  of  1953. 

Chart  4 

ECAFE  COUNTRIESi  COMPARISONS  OF  FLUCTUATIONS 
IN  THE  INDEX  OF  EXPORT  EARNINGS 


J/kN-JUN  IMS 


Mote:  The  peak  relates  to  the  peak  half  yearly  earnings  between  first 
half  of  1950  and  1953.  The  peak  occurred  during  the  first  half  of 
1951  with  the  following  exceptions:  Japan,  second  half  of  1951, 
and  Burma,  second  half  of  1952. 
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From  the  point  of  view  of  stability  in  exports, 
the  countries  fall  in  three  distinct  groups.  As  may  be 
expected  from  the  commodity  composition  of  their 
exports,  Malaya,  Pakistan  and  Indonesia  have  shown 
the  greatest  percentage  variations  over  the  cycle.  The 
economy  of  Malaya  is  essentially  dependent  on  rubber 
which,  as  pointed  out  above,  has  shown  the  greatest 
price  fluctuations;  it  relies,  though  to  a  lesser  extent, 
upon  tin,  which  has  also  shown  striking  price  changes. 
Thus  Malaya,  in  spite  of  a  fairly  stable  volume  of 
exports,  was  the  least  stable  of  the  countries  in  the 
region.  In  the  case  of  Pakistan,  the  dependence  on  two 
commodities,  raw  jute  and  cotton,  which  together 
accounted  for  90  per  cent  of  exports  in  1952,  explains 
the  instability  of  the  economy.  Changes  in  output  have, 
however,  played  a  far  greater  role  in  Pakistan  than 
they  had  in  Malaya  and  the  relative  position  of  the 
two  main  exports  has  changed  over  the  cycle.  Thus  in 
1951,  when  jute  was  at  a  peak,  it  accounted  for  53  per 
cent  of  Pakistan’s  exports  and  cotton  for  32  per  cent 
only,  while  in  the  second  quarter  of  1953  the  position 
was  reversed  and  exports  of  jute,  owing  to  relatively 
greater  price  decline,  accounted  for  merely  33  per  cent 
of  the  value  of  exports,  while  cotton  rose  to  50  per 
cent.  The  instability  of  Indonesian  economy,  which  is 
much  more  diversified  in  terms  of  the  composition  of 
exports,  was  largely  due  to  the  remarkable  response  of 
the  output  of  rubber  to  price  variations.  Small  holders’ 
production  doubled  in  response  to  the  price  increase, 
while  its  subsequent  decline  was  partly  offset  by  a 
delayed  increase  in  estate  output.  Even  so,  rubber 
alone  accounted  for  over  70  per  cent  of  the  decline 
in  the  value  of  exports  between  the  first  half  of  1951 
and  the  first  half  of  1953. 

The  intermediate  group  of  countries  includes  both 
industriel  exporters  such  as  Japan  and  India  and  food¬ 
stuffs  and  raw  material  exporters  such  as  Ceylon  and  the 
Philippines.  The  relative  stability  of  the  export  earnings 
of  Ceylon  can  be  accounted  for  by  the  large  contribu¬ 
tion  of  tea  to  exports  (the  share  of  tea  in  exports 
amounted  to  50  per  cent  of  the  total)  and  by  the 
comparatively  moderate  fluctuations  of  tea  prices.  The 
stability  of  the  Philippines  was  partly  due  to  the  fact 
that  a  very  poor  harvest  of  copra  coincided  with  the 
period  of  peak  prices.  In  the  case  of  India  the  fluctua¬ 
tions  in  export  earnings  were  largely  due  to  the  fact 
that  the  price  of  jute  manufactures  followed  closely  the 
violent  fluctuations  in  the  price  of  jute;  as  much  as  half 
of  the  total  decline  in  export  earnings  was  due  to  falling 
jute  prices.  India  is  the  country  in  the  region  where 
exports  have  shown  least  improvement  over  the  pre- 
Korean  war  level;  this  is  due  to  the  great  decline  in  the 
value  of  exports  of  cotton  manufactures.  As  pointed 
out  above,  in  1950  the  Indian  industry  had  succeeded 


in  taking  full  advantage  of  the  strong  demand  for 
textiles,  while  it  has  been  particularly  hard  hit  by  the 
subsequent  decline  in  textile  markets:  In  the  first  half 
of  1953,  the  value  of  cotton  goods  exports  was  barely 
half  the  1950  rate. 

Japanese  exports  have  been  characterized  by  a  high 
degree  of  price  fluctuations,  both  for  textiles  and  metals, 
as  well  as  by  a  strongly  rising  trend  in  volume  from 
the  extremely  low  levels  which  had  prevailed  up  to  the 
beginning  of  the  Korean  war  boom:  these  two  factors 
account  for  the  position  of  Japan  in  the  chart. 

Finally,  the  two  countries  in  the  chart  which  show 
both  remarkable  stability  over  the  cycle  and  a  consider¬ 
able  progress  over  the  1950  export  level  are  Burma 
and  Thailand  whose  export  economies  are  largely  based 
upon  rice  (in  1952,  rice  accounted  for  47  per  cent  of 
Thai  exports  and  74  per  cent  of  Burmese  exports). 
The  position  of  these  two  countries  on  the  chart  results, 
of  course,  from  the  continuing  rise  in  the  price  of  rice 
until  early  in  1953.  One  can  thus  hardly  speak  of  a 
cyclical  movement  arising  from  the  effect  of  the  Korean 
war  in  the  case  of  these  two  countries;  underlying  a 
basically  rising  trend,  fluctuations  in  export  earnings 
have  been  narrow  and  due  to  differences  in  harvest 
results  or  to  accidental  variations  in  shipments.  In 
the  case  of  Burma,  the  highest  post-war  level  was 
reached  during  the  second  half  of  1952.  The  analysis 
of  the  rice  market  in  chapter  1  suggests  that  these 
two  countries  may  experience  in  1954  a  decline  in 
export  prices  and  earnings. 

CONCLUSION 

The  analysis  of  the  export  fluctuations  has  unavoid¬ 
ably  stressed  once  more  the  instability  of  economies 
depending  on  the  export  of  primary  products.'  It  is 
notable,  however,  that  the  countries  in  the  region 
which  export  mostly  industrial  products  have  not  known 
a  much  greater  degree  of  stability  in  their  export  earn¬ 
ings.  Thus  diversification  of  production,  although  it 
will  as  a  rule  lower  the  proportion  of  national  income 
arising  from  exports,  and  thus  reduce  the  impact  of 
export  fluctuation,  cannot  by  itself  promise  automatic 
resistance  to  outside  cyclical  influences.  Commodity 
agreements,  such  as  those  recently  concluded  for  sugar 
and  for  tin,  may  contribute  substantially  to  preventing 
extreme  fluctuations  in  export  earnings,  while  measures 
of  industrialization  may  reduce  their  impact.  Still  it 
remains  necessary  that  policies  be  pursued  in  the  export¬ 
ing  countries  themselves  to  offset  the  variation  in  export 
earnings. 

1.  See  United  Nations;  Commodity  Trade  and  Economic  Develop¬ 
ment,  report  by  a  committee  of  experts  to  the  Secretary-General; 

New  York.  1953. 


Chapter  3. 

PUBLIC  FINANCE  AND  THE  PROCESS  OF  ADJUSTMENT' 


THE  IMPACT  OF  EXPORTS  AND  PUBLIC  FINANCE 

The  variations  in  export  earnings  discussed  in 
chapter  2  were  the  main  dynamic  element  of  the  violent 
fluctuations  occurring  in  almost  all  countries  of  the 
region  beween  1950  and  1952.  In  1951  the  change  in 
export  earnings  was  far  larger  than  the  net  effect  of 
public  finance  in  all  countries  for  which  data  are  avail¬ 
able.  Such  countries  as  Korea  (South),  Laos,  Viet- 
Nam  and  Cambodia,  where  the  situation  was  dominated 
by  war  or  insurrection,^  were  the  main  exceptions.  More 
recently,  however,  public  finance  has  emerged  as  the 
main  dynamic  factor,  and  in  1953  except  in  Malaya 
and  the  Philippines,  fiscal  policy  has  become  as  signi¬ 
ficant  as  variations  in  exports. 

Broadly,  the  countries  of  the  region  fall  into  two 
groups,  the  first  being  the  raw  material  exporting  coun¬ 
tries  including  Ceylon,  Indonesia,  Malaya  and  Pakistan, 
to  which  group  India  can  be  joined,  and  the  second, 
the  food  exporting  countries  including  Burma  and 
Thailand.  Japan  showed  characteristics  similar  to  those 
of  the  raw  material  exporting  group  m  the  early  stages 
of  the  boom,  but  later  developments  were  different 
because  the  considerable  rise  in  consumption  supported 
the  domestic  level  of  production.  The  Philippines  is  a 
raw  material  exporting  country,  but  remained  largely 
isolated  from  the  major  effects  of  the  boom,  changes 
in  export  earnings  being  rather  weak  and  offset  by 
variations  in  United  States  aid. 

Within  the  group  of  raw  material  exporting  coun¬ 
tries,  and  in  Japan,  similarities  in  the  phases  of  the 
boom  are  readily  distinguishable,  although  marked 
differences  in  intensity  arose  from  dissimilar  degrees  of 
dependence  on  exports  and  from  divergence  of  govern¬ 
ment  policy.  First  came  a  rise  in  export  prices  and 
earnings  which  increased  government  and  private 
incomes  and  resulted  in  large  accumulations  of  foreign 
exchange  reserves.  Somewhat  later  came  the  increase 

1.  Government  revenue  in  this  chapter  and  throutrhout  the  Survey 
excludes  proceeds  from  loans  and  transfers  from  reserve  funds, 
while  expenditure  includes  current  as  well  as  capital  outlays  and 
loans  and  advances  (net)  but  excludes  debt  redemption,  contribu¬ 
tions  to  sinkini;  funds  and  transfers  to  reserve  funds.  For  details, 
see  the  notes  to  the  special  tables  F  and  G  in  infra,  section  on 
"Asian  Economic  Statistics”  at  the  end  of  this  volume. 

2.  Althouuh  Burma  and  Malaya  have  also  suffered  insursency  in  vary¬ 
ing  degree  of  severity,  their  economies  have  followed  the  pattern 
dictated  by  the  type  of  their  exports. 


in  both  private  and  government  expenditures,  with  the 
public  sector  reacting  as  a  rule  more  slowly  than  the 
private.  It  is  notable  that,  while  in  1951  the  increase 
in  government  revenue  had  outstripped  expenditure  and 
deficits  were  reduced  or  surpluses  increased  (except  in 
the  case  of  Pakistan),  in  1952  the  trend  was  reversed 
and  deficits  appeared  or  increased  in  all  countries  of  the 
region,  with  the  exception  of  Malaya — where  the  pre¬ 
vious  surplus  was  diminished — and  of  the  Philippines, 
where  a  tighter  fiscal  policy  led  to  a  drastic  fall  in 
government  expenditure.  Since  these  increases  in 
spiending,  public  or  private  or  both,  coincided  with  a 
decline  in  export  earnings,  almost  all  countries  of  this 
group  ran  into  balance  of  payments  deficit  in  1952. 

1953  marks  a  period  of  readjustment.  The  prices 
of  tin  and  rubber  were  still  falling  but  other  export 
prices  were  becoming  stabilized.  Meanwhile,  spending 
in  the  private  sector  was  generally  substantially  reduced 
and  various  types  of  import  or  exchange  restrictions 
were  being  applied.  Governments,  on  the  other  hand, 
although  some  of  them  made  efforts  to  curtail  spending, 
as  a  rule  found  their  revenues  declining  more  rapidly 
than  they  were  prepared  to  reduce  expenditure,  again 
with  the  exception  of  the  Philippines,  and  all  the 
budgets  for  1953  show  substantial  deficits. 

In  many  of  these  countries,  the  development  of  the 
food  situation  super-imposed  a  secondary  movement 
upon  that  arising  from  the  Korean  war  boom.  Prior 
to  1950  there  had  been  fairly  widespread  food  shortage 
and  the  situation  was  generally  worse  than  before  the 
war.  Demand  for  food  expanded  with  rising  incomes 
and  this  coincided  with  poor  harvests  in  most  of  the 
food  importing  countries  in  1951  and  1952,  while  in 
Pakistan  harvests  were  poor  in  1952  and  1953.®  In 
Cejdon,  India,  Malaya,  Pakistan,  Indonesia  and  some 
other  countries  food  shortages  occurred,  developing 
into  crises  in  some  cases,  and  food  import  prices 
shot  up,  which  partly  offset  the  benefits  from  the  Korean 
war  boom.^ 

3.  The  pcK'r  harvest  in  Japan  in  1953  will  be  reflected  in  increased 
food  imports  in  1954. 

4,  In  some  case,  the  boom  in  raw  material  prices  contributed  to  the 
food  shortaKe.  Thus,  in  Malaya,  the  movement  of  labour  to  rubber 
production  caused  a  decline  in  area  planted  to  paddy  by  over  10 
per  cent  between  1949  and  1951,  and  may  also  have  contributed 
to  a  decline  in  yield  per  acre. 
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At  the  same  time  tlie  food  exporting  countries,  the 
most  important  of  which  are  Burma  and  Thailand, 
which  had  been  less  affected  by  the  upward  price  swing 
for  industrial  commodities,  profited  from  the  rising 
export  price  of  food,  both  on  private  account  and  under 
government-to-government  contract.  Thailand  also  bene¬ 
fited,  and  although  the  fall  in  the  value  of  rubber  exports 
and  failure  to  dispose  of  the  entire  rice  crop 
led  to  a  fall  in  export  incomes  in  1952,  this 
loss  was  partially  recouped  in  1953.  With 
respect  to  public  finance  these  two  countries 
behaved  much  as  the  others  and  budgetary 
deficits  have  been  increasing  over  the  last  three 
years  although  the  retained  profits  of  the  State 
Agricultural  Marketing  Board  (SAMB)  in 
Burma  and  the  exchange  profits  of  the  Bank 
of  Thailand  offset  their  effects. 

Many  countries  of  the  region  are  facing 
actual  or  potential  difficulties  in  their  balance 
of  payments.  The  principal  cause  lies  in  the 
decline  in  export  earnings  and  in  delays  of 
adjustment  in  private  consumption  to  a  lower 
level  of  incomes,  but  budgetary  deficits  are 
also  partly  responsible.  To  some  extent  these 
deficits  reflect  the  difficulties  and  delays  in¬ 
volved  in  adjusting  government  expenditure 
likewise  to  a  lower  level  of  revenue,  but  often 
they  reflect  policies  which  have  not  allowed 
the  decline  in  revenues  to  stand  in  the  way 
of  active  development.  Public  finance  has  thus  begun  to 
exercise  a  strong  independent  influence  upon  the  econo¬ 
mic  situation  of  the  countries  of  the  region. 

GOVERNMENT  EXPENDITURE 

In  all  major  countries  of  the  region  for  which 
data  are  available  t,otal  expenditure  has  risen  both  in 
money  and  in  real  1  terms.  More  significantly,  invest¬ 
ment  expenditure  over  the  period  as  a  whole  has  risen 
more  than  total  expenditure,  and  most  rapidly  in  India 
and  Burma,  if  figures  for  1950  and  in  the  latest  budget 
available  are  compared.  Moreover,  in  India,  owing  to 
existence  of  a  well  integrated  Five-Pear  Plan,  economic 
services — which  include  current  expenditures  on  a  wide 
range  of  objectives  closely  linked  to  development — have 
shown  since  1950  the  next  greatest  percentage  increase. 
This  pattern  of  expenditure  has  evolved  over  a  period; 
only  in  1952/53  did  investment  start  rising  markedly 
in  relation  to  total  expenditure;  only  in  1953/54  with 
the  relative  decline  in  defence  expenditure,  subsidies  and 
social  services  did  the  full  pattern  become  apparent. 
In  Ceylon,  investment  was  slower  getting  under  way,  as 
large  subsidy  payments  dominated  the  budgetary  picture, 
and  it  was  only  with  the  decrease  of  the  subsidies  in 
1952^53  and  their  abolition  in  the  following  year  that 
investment  caught  up  with  the  growth  of  total  expendi¬ 
ture.  In  Japan,  direct  government  investment  is  a 
relatively  small  proportion  of  government  expenditure, 
being  limited  in  the  main  to  public  works  connected 


with  agricultural  improvement,  but  total  government 
investment,  including  indirect  investment  in  the  shape 
of  loans  and  advances  to  private  industrial  concerns, 
has  been  growing  steadily,  as  it  did  also  in  Pakistan. 
In  the  Philippines,  on  the  other  hand,  investment  which 

Chart  5 

ECAFE  COUNTRIES  :  CHANGES  IN  TOTAL  GOVERNMENT 
EXPENDITURE  AND  GOVERNMENT  INVESTMENT 


had  shown  rapid  increase  until  1952  53,  was  cut 
severely  in  the  1953/54  budget. 

Social  services  are  a  large  item  in  the  budget  of 
the  Philippines  and  Ceylon,  and  they  have  been  grow¬ 
ing  rapidly  in  Malaya,  Burma  and  Pakistan  although 
they  are  still  small  in  the  latter  country. 

Another  major  call  upon  budgetary  resources  is 
national  defence.  Defence  expenditure  has  risen  rapidly 
in  the  two  countries,  Burma  and  Malaya,  where  troubled 
security  conditions  have  imposed  increased  efforts  in  that 
field.  Although  the  increase  in  defence  outlay  has  been 
truly  spectacular  in  Malaya,  neither  there  nor  in  Burma 
has  spending  for  defence  exceeded  a  third  of  the  budget; 
indeed  in  Burma  it  remained  far  less  than  investment 
expenditure  and  in  Malaya  barely  exceeded  it.'  In 
Pakistan,  on  the  other  hand,  defence  outlays  have  been 
very  high,  and  until  recently  exceeded  50  per  cent  of 
total  central  expenditure:  only  with  the  general  expendi¬ 
ture  cut  in  1953/54  have  they  fallen  to  43  per  cent 
of  the  total  budget. 

Of  this  group  of  countries,  it  is  in  India  that  the 
greatest  proportion  of  budgetary  resources  is  being 
devoted  to  economic  development.  The  share  of  invest¬ 
ment  in  Central  Government  expenditure  has  risen  from 
just  under  30  per  cent  in  1949  50  to  nearly  40  per 
cent  in  the  budget  for  1953/54.  and  economic  services 
account  for  another  4  per  cent  of  expenditure. 

1.  Excluding  expenditure  financed  directly  by  the  United  Kingdom. 
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In  Burma,  Pakistan  and  Ceylon  investment  accounts 
for  nearly  a  third  of  total  government  outlays,  but  the 
proportion  is  lower  in  Japan,  the  Philippines  and  Malaya 
where  the  main  responsibility  for  the  development  of 
the  economy  is  laid  upon  private  enterprise. 

Indonesia,  Burma  and  India  appear  to  typify  the 
varied  reactions  which  took  place  in  countries  of  the 
region  to  the  change  in  export  earnings.  At  one  extreme 
stands  Indonesia,  where  a  strong  sense  of  the  urgency 
of  industrialization  prevailed  under  the  gain  of  in¬ 
dependence,  and — when  the  export  boom  appeared  to 
provide  the  means — efforts  were  made  to  do  as  much 
as  possible  in  as  short  a  time  as  possible  *rrespective 
of  costs.  Expenditure  rose  by  56  per  cent  between  1950 
and  1951  and  by  a  further  40  per  cent  between  1951 
and  1952,  when  revenue  was  already  falling.  The  drastic 
cut  in  expenditure  which  became  imperative  in  1953 
has  forced  the  abandonment  or  postponement  of  many 
projects  which  had  barely  been  started,  and  little  is  left 
of  the  benefits  of  the  boom.  At  the  end  of  October  1953 
foreign  exchange  reserves  were  below  their  level  at  the 
end  of  1949. 

At  the  other  extreme  stands  Burma, 
where  the  slower  and  more  regular  rise  in 
exports  and  government  revenue  created  more 
favourable  circumstances.  However,  the 
planning  of  development  has  been  time- 
consuming,  and,  despite  the  determination  of 
the  government  to  accelerate  the  process  of 
development,  expenditure  has  consistently 
fallen  behind  schedule  and  foreign  reserves 
have  continued  to  accumulate.  The  benefits 
of  the  boom  have  been  largely  unused. 

India  stands  apart  from  these  two 
examples.  The  export  boom  and  recession 
have  forced  policy  changes  in  a  great  many 
fields,  of  which  the  shift  from  export  restric¬ 
tions  to  export  promotion  may  be  given  as  an 
example,  but  public  investment  has  made 
almost  uniform  progress,  and  variations  in 
revenue  have  been  absorbed  by  changes  in 
other  types  of  expenditures,  such  as  subsidies. 

Such  a  policy  was,  of  course,  possible  only 
because  India  depends  relatively  little  upon 
exports. 

THE  PROCESS  OF  ADJUSTMENT 

The  problems  of  adjustment  facing  most 
countries  in  the  region  spring  as  much  from 
their  internal  as  from  their  external  situation. 

The  balance  of  payments  difficulties  which 
face  many  of  them,  while  directly  due  to 
falling  export  values,  can  also  be  regarded  as 
resulting  from  the  failure  to  adjust  both 
public  and  private  spending  policies  to  the 
resources  currently  available.  The  private 
sector,  with  its  earnings  swelled  during  the 


boom  and  not  immediately  spent,  tended  to  maintain 
or  even  increase  its  spending  as  exports  and  incomes 
declined  and  expenditure  must  now  swing  more  into 
line  with  current  incomes.  In  the  public  sector,  higher 
government  incomes  have  led,  usually  with  a  longer 
delay,  to  higher  levels  of  expenditure,  which  now  tend 
to  be  maintained  as  a  matter  of  policy  while  revenues 
tend  to  decline.  The  external  manifestation  of  these 
delays  and  these  policies  is  a  level  of  imports  imperfectly 
adjusted  to  the  lower  current  value  of  exports. 

Direct  information  on  the  behaviour  of  the  private 
sector  is  scanty,  but  broad  inferences  may  be  drawn 
from  the  data  on  the  public  sector  and  on  the  balance 
of  payments.  The  balance  of  payments  reflects  the 
difference  between  the  income  and  the  expenditure  of 
public  and  private  sectors  taken  together,  and,  provided 
allowance  is  made  for  inaccuracies  in  some  of  the  data, 
a  comparison  of  budget  and  balance  of  payments  figures 
permits  tentative  conclusions  regarding  the  relationship 
between  private  incomes  and  private  expenditures — the 


Chart  6 
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Chart  7 

ECAFE  COUNTRIES  :  PERCENTAGE  CHANGE  IN  REVENUE 
AND  EXPENDITURE  BETWEEN  1952  AND  1953 


1 1  (Ms/tB  coipiiw  wiTM  nm/n 

■ :  iW/M  OBiMMCS  WTVH  ttmm 

CtTlMI  ^ 

*/ 

/  0  TMAILAMO 

-♦10  /  0  BU***  • 

0AAPAIt 

/  ^IMOIA  EXPC«04Tu8t 

‘BO  >«0  •to  -to  -40  A  / 

PWkWPMI  ^ 

/ 

/ 

MOMCBIA  / 

♦40  *20  *10  *40  ♦BO 

^  MALAYA 

--to 

CHAPTER  3.  PUBLIC  FINANCE  AND  THE  PROCESS  OF  ADJUSTMENT 


15 


latter  including  both  consumption  and  investment.  This 
method,  however,  does  no  more  than  register  events 
after  their  occurrence,  and  needs  to  be  supplemented 
by  a  description  of  the  forces  currently  at  work. 

Chart  6  shows  the  percentage  changes  in  imports 
in  relation  to  exports  between  the  half  year  covering 
the  second  and  third  quarters  of  1952,  and  the  half 
year  covering  the  same  quarters  of  1953.  Countries 
which  have  increased  imports  in  relation  to  exports 
appear  on  the  right  of  the  diagonal  line,  and  those 
which  have  decreased  imports  in  relation  to  exports 
appear  on  the  left.  The  chart  contains  no  information 
regarding  absolute  magnitudes  but  merely  sets  forth 
the  direction  of  change.  Thus  Indonesia  has  reduced 
both  imports  and  exports,  but  since  imports  have 
deceased  by  the  larger  proportion  its  point  lies  to  the 
left  of  the  diagonal  line.  This  does  not  mean  that 
Indonesia  has  no  balance  of  trade  problem,  but  merely 
that  its  position  has  improved. 

Public  expenditure  is  similarly  analyzed  in  chart  7 
for  the  financial  years  covering  the  half  yearly  periods 
entering  into  chart  6.  Countries  increasing  expenditure 
in  relation  to  revenue  appear  on  the  right  of  the  diagonal 
line,  and  those  decreasing  revenue  in  relation  to  expendi¬ 
ture  lie  to  the  left.  That  a  country  should  lie  to  the 
left  of  the  diagonal  does  not  imply  that  the  government 
no  longer  contributes  to  inflationary  forces,  but  merely 
that  its  contribution,  if  any,  is  reduced. 

In  chart  7  two  points  each  are  plotted  for  the 
Philippines,  Ceylon  and  Burma,  and  the  second  one 
shows  the  change  in  the  budget  for  the  year  starting 
July  1953  in  the  Philippines  and  October  1953  in 
Ceylon  and  Burma  in  relation  to  the  previous  fiscal 


year.  These  charts  confirm  what  has  already  been  stated, 
namely  that  a  number  of  countries  are  making  head¬ 
way  towards  adjustment  in  their  foreign  trade,  while 
their  governments  are  still  increasing  expenditure  in 
relation  to  revenue.  Thus  it  appears  that  most  of  the 
burden  of  adjustment  has  so  far  fallen  on  the  private 
sector,  where  expenditure  declined  as  the  peak  level 
of  income  ceased  to  affect  the  level  of  consumption. 
However,  there  is  evidence  to  show  that  spending 
persisted  as  attempts  were  made  to  maintain  standards 
of  living  reached  in  the  boom,  and  part  of  tbe  adjust¬ 
ment  had  to  be  forced  by  government  action.  In  India, 
Ceylon  and  Pakistan,  subsidies  have  been  decreased  or 
abolished,  directly  affecting  the  level  of  consumption, 
and  import  controls — newly  established  or  tightened  in 
a  number  of  countries,  the  most  striking  example  being 
Pakistan — helped  to  reduce  import  demand  at  least. 
Tighter  monetary  policy,  affecting  investment  rather 
than  consumption,  may  also  have  contributed  to  reduc¬ 
ing  total  private  expenditure.  India  has  had  such  a 
policy  in  force  since  the  end  of  1951,  and  in  Japan  the 
most  recent  indications  are  that  the  lenient  monetary 
policy  pursued  during  the  period  of  rapid  expansion 
is  coming  to  an  end.  Similar  tighter  policies  are  being 
followed  in  Indonesia,  Pakistan  and  the  Philippines, 
essentially  with  the  aim  of  restricting  credit  available 
for  imports. 

Even  the  generalization  that  the  private  sector  is 
bearing  the  brunt  of  the  curtailment  is  not  without  its 
exceptions — Thailand  and  Malaya,  for  example — and 
from  other  points  of  view  the  situations  of  the  countries 
of  the  region  show  sharply  diverging  trends,  so  that 
only  the  most  tentative  grouping  is  possible. 


TABLE  5 

ECAFE  COUNTRIES:  GOLD  AND  FOREIGN  ASSETS 

(End  of  months)  Million  dollars 


1950 

Jun 

1951  ; 

Jun 

19 

Jun 

53 

Nov 

Burma 

Government,  Union  Bank  of  Burma,  other  banks 

159 

258 

249* 

Ceylon 

i 

Central  Bank  oi  Ceylon . 

88 

136 

62 

54 

India 

Reserve  Bank  oi  India . 

1.985 

2.048 

1,745 

1.738 

Indonesia 

Bank  oi  Indonesia . 

178 

451 

284 

203 

Japan 

Government  ioreign  exchange  holdings 

305 

485 

846 

854b 

Pakistan 

i 

State  Bank  oi  Pakistan*^  (issue  department  only) 

363 

404 

281 

282* 

Philippines 

Central  Bank  oi  the  Philippines . 

221 

272 

233 

243“ 

Thailand 

Bank  oi  Thailand  . 

253 

324 

00 

CM 

CO 

321*> 

Source:  IMF  b.  Oct.  1953. 

e.  Converted  from  national  currency.  Include  assets  with  the  Reserve 
a.  Sep.  1953.  Bank  of  India  pending  transfer. 
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At  one  extreme  stand  Burma  and  Thailand  which 
are  similarly  placed  with  respect  both  to  changes  in 
public  finance  and  to  continued  rises  in  domestic  in¬ 
comes;  but  although  government  expenditure  in  both 
countries  is  increasing  faster  than  government  revenue 
there  are  striking  difierences  in  the  pattern  of  their 
foreign  trade  and  in  the  behaviour  of  the  private  sector 
of  the  economy.  Net  private  savings  appear  to  have 
run  at  a  high  rate  in  Burma,  for  despite  the  relative 
increase  in  expenditure  and  the  substantial  rise  in  the 
value  of  exports,  imports  have  shown  no  appreciable 
rise  between  the  periods  to  which  chart  6  applies. 
Monetary  expansion  is  continuing  owing  to  the  govern¬ 
ment  deficit,  but  no  signs  of  inflation  are  apparent  in 
the  economy.  In  Thailand,  on  the  other  hand,  exports 
have  been  stationary  and  imports  have  risen  rapidly, 
reflecting  both  government  and  private  spending,  but 
owing  to  the  import  surplus  and  to  currency  absorption 
by  the  central  bank  through  the  system  of  mutiple 
e.xchange  rates,  the  large  government  deficit  has  led  to 
only  a  small  increase  in  money  supply. 

Since  both  countries  are  faced  with  the  prospect 
of  a  decline  in  the  value  of  exports  in  1954,  serious 
problems  of  readjustment  might  arise.  In  Burma  a 
decline  in  the  price  of  rice  would  affect  the  profits 
of  the  SAMB,  and  hence  government  revenue,  and  might 
leave  incomes  in  the  private  sector  almost  unchanged. 
But  in  Thailand,  where  the  control  over  domestic  prices 
is  somewhat  less  severely  enforced,  both  government 
revenue  and  private  incomes  might  suffer.  While  both 
countries,  particularly  Burma,  have  substantial  foreign 
exchange  reserves,  the  import  restrictions  recently  put 
in  force  in  Thailand  reflect  awareness  that  adjustments 
may  be  required  in  the  level  of  consumption. 

Despite  the  substantial  differences  in  their  situation, 
the  Philippines  and  Ceylon  are  substantially  curtailing 
government  expenditure  in  relation  to  revenue  and  are 
largely  relying  on  the  price  mechanism  to  effect  the 
required  adjustments  elsewhere  in  the  economy.  In 
Indonesia,  too,  substantial  reductions  in  expenditure  are 
apparently  in  hand.  This  trend,  though  not  apparent 
during  the  l£ist  fiscal  year  in  Ceylon  and  the  Philippines, 
comes  out  clearly  if  the  budget  figures  for  1953/54  are 
compared  with  those  for  1952/53  (see  in  the  chart  the 
points  marked  Ceylon  2  and  Philippines  2).  Yet 
despite  this  broad  similarity  there  are  substantial 
differences  in  the  details  of  policy.  The  Philippines  is 
relying  essentially  upon  the  17  per  cent  exchange  tax 
which  is  being  kept  in  force,  while  Ceylon  has  increased 
import  duties  and  is  tightening  up  exchange  licensing 
though  maintaining  its  general  liberal  exchange  and 
trade  policies.  On  the  other  hand,  Indonesia  is  apply¬ 
ing  tighter  import  controls  and  higher  import  duties 
have  been  levied  since  the  middle  of  1952,  but  rises 
in  the  cost  of  living  are  being  restrained  by  large  imports 
of  foodstuffs. 


Moreover,  export  trends  in  these  three  countries 
are  substantially  different.  While  in  Indonesia  exports 
are  still  declining  a  little  because  rubber  continues  to 
fall  in  price,  in  Ceylon  they  are  steadier,  in  part  at 
least  because  the  trade  agreement  with  mainland  China 
has  cushioned  the  rubber  trade  against  falls  in  the 
international  market  price.  In  the  Philippines,  on  the 
other  hand,  exports  have  risen  substantially  with  better 
prices  for  copra  and  increased  sugar  exports,  while 
imports  have  risen  only  moderately.  With  the  current 
changes  in  fiscal  policy,  the  immediate  adjustment  pro¬ 
blem  would  appear  to  be  largely  overcome.  Both 
Indonesia  and  Ceylon  are  in  balance  of  payments  deficit, 
and  their  budgets  still  show  sizeable  deficits  despite  the 
curtailment  of  government  expenditure.  Indeed,  recent 
developments  in  Indonesia,  indicating  that  government 
expenditure  might  outstrip  budgetary  provisions,  suggest 
that  substantial  inflationary  pressures  will  remain. 

India,  Malaya  and  Japan  form  a  group  of  three 
countries  in  which  revenue  is  steady  or  declining  and 
the  trade  situation  is  static  or  deteriorating,  but  public 
expenditure  continues  to  rise.  But  these  similarities  are 
accompanied  by  contrasts.  In  Malaya  the  budget  has 
only  recently  passed  into  deficit,  whereas  in  Japan  there 
has  been  a  rather  longer  standing  deficit.  In  India  it 
has  become  possible  to  increase  public  expenditure  and 
the  deficit  without  any  decided  inflationary  impact 
because  the  private  sector  has  shown  signs  of  contract¬ 
ing  activity.  As  for  the  trade  situation  in  Malaya,  a 
deficit  has  resulted  from  the  continued  fall  in  tin  and 
rubber  prices,  and  it  is  likely  to  continue  since  the 
growing  excess  of  government  expenditure  over  revenue 
is  almost  exactly  offsetting  the  fall  in  private  incomes 
following  on  the  decline  of  exports.  Nevertheless  the 
deficit  is  small  and  the  volume  of  reserves  can  be 
assumed  to  be  large.  In  India  too  the  balance  of  pav- 
ments  situation  remains  favourable,  since  the  trade 
deficit  is  small,  relative  to  the  volume  of  reserves,  and 
offset  by  services  receipts,  the  foreign  exchange  reserves 
being  actually  higher  in  October  1953  than  a  year 
before.  Indeed  it  would  seem  that  the  depression 
apparently  spreading  from  business  to  manufacturing 
may  be  the  signal  for  an  increase  in  the  volume  of 
public  expenditure,  but  the  danger  of  inflation  hardly 
arises. 

The  trade  position  of  Japan,  as  shown  in  chart  6, 
is  significant  only  in  that  the  value  of  imports  has  shown 
a  considerable  increase.  The  small  percentage  rise  in 
the  value  of  exports  has  little  meaning,  since  commercial 
exports  account  for  less  than  60  per  cent  of  Japan’s 
foreign  exchange  earnings.  The  Japanese  balance  of 
payments  shows  only  moderate  signs  of  deterioration 
so  far,  except  in  the  sterling  account,  but  it  remains  at 
the  mercy  of  changes  in  expenditure  by  the  United 
Nations  forces.  The  rapid  increase  in  consumption  that 
started  in  Japan  in  1952,  coupled  with  a  high  rate  of 
private  investment  and  budgetary  deficits,  has  not  led 
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to  any  marked  inflationary  pressures,  thanks  to  a  rapid 
expansion  in  output  based  on  the  existence  of  consider¬ 
able  unused  capacity.  Should  all  these  expenditures 
continue  their  rapidly  rising  trends,  inflation  might 
threaten,  for  capacity  is  approaching  full  utilization  in 
some  sectors,  but  a  check  has  been  applied  by  the  tighten¬ 
ing  of  credit  restrictions  announced  by  the  Bank  of 
Japan  in  the  second  half  of  1953,  and  the  preliminary 
budget  estimates  for  1953/54  recently  prepared  by  the 
Ministry  of  Finance  suggest  that  an  effort  is  to  be  made 
to  reduce  the  budget  deficit. 

Finally,  Pakistan  stands  alone  among  the  countries 
of  the  region  in  the  policies  it  is  pursuing.  Its  foreign 
trade  position  is  remarkably  improved,  yet  government 
expenditure  is  falling  far  less  than  government  revenue 
and  the  budget  deficit  is  increasing.  The  Pakistan 
government  has  succeeded  in  imposing  a  severe  curtail¬ 
ment  on  imports  which  showed  a  marked  fall,  while 
deliberately  maintaining  through  government  expenditure 
a  situation  of  suppressed  inflation.  The  improvement  in 
exports  shown  in  chart  6  is  far  less  significant,  for  in 
the  second  and  third  quarters  of  1952.  the  base  period, 
the  jute  market  was  in  the  doldrums  and  the  volume  of 
exports  exceedingly  low. 

The  steep  derline  in  government  re\enue  shown  in 
chart  7  is  linked  both  to  the  low  level  of  incomes 
generated  by  exports  in  the  previous  year  and  to  the 
crop  failure;  to  that  extent  some  improvement  in  the 
situation  may  be  expected  in  the  coming  period. 


provides  neither  a  quick  nor  a  complete  answer  to 
the  problem  of  financing  of  economic  development,  it 
is  now  more  than  ever  an  instrument  essential  to  the 
new  role  of  public  finance. 

TAX  POLICIES 

The  rise  in  export  prices  following  the  outbreak  of 
the  Korean  war  produced  an  immediate  increase  in 
incomes  and  profits  and  most  governments  reacted  by 
raising  export  duties.^  However,  while  these  measures 
produced  large  and  partly  unforeseen  increases  in 
revenue,  the  rise  in  export  prices  was  so  great  and 
came  so  quickly  that  the  measures  taken  were  too  little 
and  too  late  to  prevent  the  boom  from  causing  domestic 
inflation.  Pakistan  and  India  reacted  most  promptly, 
raising  duties  on  cotton  and  jute  in  October  and 
November  1950.  Duties  on  rubber  were  raised  in 
Malaya  in  January  1951  and  in  Ceylon  in  March  1951. 
Since  the  peak  in  rubber  prices  came  in  April,  high 
taxation  applied  mainly  in  the  period  of  price  declines; 
by  the  time  sliding  scale  duties  were  introduced  in  Ceylon 
falling  rather  than  rising  prices  were  in  prospect.  In 
Malaya,  over  the  two  years  1950  and  1951,  export  duties 
absorbed  only  9  per  cent  of  the  increase  in  private 
incomes  due  to  the  rise  in  prices,  while  in  Indonesia 
the  corresponding  proportion  was  16  per  cent. 

In  Burma  and  Thailand,  the  situation  was  entirely 
different,  as  export  prices  rose  but  slowly  and  controls 
over  rice,  the  major  export  product,  enabled  the 


Internal  monetary  balance  in  Pakistan  in  1952  was 
largely  maintained  through  a  rapid  use  of 
foreign  exchange  reserves,  and  both  the 
external  and  internal  strains  were  lessened 
in  the  second  half  of  1953  by  substantial 
foreign  aid  in  the  form  of  large-scale  wheat 
grants,  the  sales  proceeds  of  which,  while 
they  are  not  included  in  government  revenue,  ’♦''j 
still  have  the  same  impact  as  higher  tax  collee- 
tions.  While  these  wheat  gifts  are  helping  to  t4oI 
stabilize  money  supply  and  the  cost  of  living  ncl 
for  the  time  being,  severe  strains  may 
reappear  in  1954. 

Thus,  in  a  number  of  countries  fiscal 
policies  are  now  the  active  contributory  factor 
to  inflationary  pressures,  and  some  further 
consideration  of  the  balance  between  govern¬ 
ment  revenue  and  expenditure  seems  to  be 
required.  Governments  would  justifiably  be 
most  reluctant  to  abandon  the  increases  in 
expenditure  now’  being  undertaken  in  the 
cause  of  economic  development.  The  limits 
to  which  deficit  financing  can  be  carried 
without  endangering  monetary  stability  are 
discussed  in  chapter  4.  while  the  remaining 
section  of  this  chapter  is  concerned  with 
the  problems  of  taxation,  for  while  taxation 


1.  The  Philippines  nnd  Japan  levy  no  export  taxes. 


ECAFE  COUNTRIES 


Chart  8 

CHANGES  IN  MAJOR  COMPONENTS  OF  GOVERNMENT  REVENUE 
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government  to  prevent  increased  export  earnings  from 
reacting  on  domestic  prices  and  incomes.  Thus,  only 
these  two  countries  succeeded  in  isolating  their  economy 
from  the  inflationary  impact  of  rising  export  prices, 
and  in  Thailand  this  was  partly  offset  by  large-scale 
government  deficits.  The  Philippines  have  also  enjoyed 
comparative  immunity  from  sharp  fluctuations,  but  this 
was  the  result  of  external  offsetting  factors  rather  than 
of  government  policy. 

Governments  took  very  little  action  in  the  fiscal 
field  beyond  applying  export  duties  and  these  therefore 
accounted  for  an  increasing  share  of  revenue  during  the 
boom  period.  In  export  economies  such  taxes  corres¬ 
pond  in  some  measure  to  income  tax,  and  in  the  prompt¬ 
ness  of  their  effect  and  the  ease  of  their  collection,  they 
appear  a  good  means  of  controlling  inflationary  impulses 
arising  from  outside  the  economy.  But  retention  of 
this  method  of  taxation  as  a  main  method  of  raising 
revenue  after  substantial  price  declines  have  set  in  has 
not  proved  entirely  satisfactory.  Since  governments  have 
usually  had  little  control  over  external  prices  and  could 
not  afford  to  discourage  exports  by  making  them 
unprofitable,  such  taxes  have  had  to  be  reduced  more 
rapidly  than  export  prices  fell,  and  thus  formed  an 
uncertain  basis  on  which  to  build  expenditure  policy. 
Such  dangers  arise,  of  course,  only  when  export  taxes 
form«a  substantial  part  of  revenue,  but  in  the  last  few 
years  the  trend  has  clearly  been  towards  such  a  situation. 
Thus,  in  India  despite  its  comparatively  small  depen¬ 
dence  on  foreign  trade,  not  only  did  export  taxes  play  a 
large  role  during  the  boom  period,  when  they  were 
particularly  useful  in  absorbing  inflationary  pressures 
generated  by  foreign  demand,  but  even  now  their  yield 
remains  twice  as  high  as  before  the  boom,  although  fall¬ 
ing  substantially  in  1952/53  and  in  the  1953,  54  budget. 

In  Ceylon,  export  duties  after  reaching  a  high  level 
in  1951  were  back,  in  the  1954  budget,  approximately 
to  the  1950  level,  while  income  and  profits  tax  still  yields 
considerable  higher  revenues  than  in  1950.  Since  there 
is  little  industry  in  Ceylon  and  export  crops  are  to  a 
large  extent  grown  on  estates  run  commercially,  export 
duties  and  taxes  on  income  and  wealth  fall  largely  on 
the  same  sector  of  the  economy.  It  is  notable  also 
that  these  two  taxes  displayed  similar  variations,  which 
were,  of  course,  greater  than  those  in  export  values, 
partly  because  some  of  the  export  taxes  were  on  a  slid¬ 
ing  scale,  and  partly  because  profits  from  exports  rose 
and  fell  more  sharply  than  export  values  themselves. 
The  lag  between  peak  yields  in  export  duties  and  income 
tax,  which  is  conspicuous  in  Chart  6,  is  typical  of  a 
tax  system  in  which  assessment  and  payment  follow 
the  earning  of  income  by  at  least  one  year. 

A  further  extreme  example  is  offered  by  Burma, 
where  export  taxes — including  not  only  export  duties  as 
such  but  also  contributions  of  the  State  Agricultural 
Marketing  Board  to  the  budget — have  been  rising  rapidly 
and  account  for  nearly  one  half  of  total  revenue  for 


1952/53  and  1953/54.  Developments  in  Thailand  have 
been  similar;  although  export  duties  on  rubber  and  tin 
were  reduced  by  a  change  in  effective  exchange  rates, 
the  effective  rate  of  tax  on  rice  exports  has  increased 
with  the  growing  gap  between  domestic  and  export 
prices. 

Import  taxes  in  various  forms  have  also  been  relied 
upon  to  an  increasing  extent.  The  most  remarkable 
developments  were  in  the  Philippines  where  a  17  per 
cent  tax  on  purchases  of  foreign  exchange,  levied  on  all 
but  a  few  essential  imports,  has  made  a  considerable 
contribution  to  government  revenue  and  was  largely 
responsible  for  the  conspicuous  budgetary  surplus  ot 
1951/52;  and  in  Indonesia  where  exchange  rates  have 
been  used  to  discriminate  between  types  of  goods  im¬ 
ported,  and,  to  a  far  lesser  extent,  against  purchases 
from  the  dollar  area.^ 

Import  duties  have  accounted  for  approximately  30 
per  cent  of  revenue  in  Ceylon,  and  in  India  for  a  smaller 
but  still  substantial  proportion — over  20  per  cent  of 
central  revenue  in  the  1953/54  budget. 

In  Pakisan,  on  the  other  hand,  with  falling  export 
prices  and  drastic  import  restrictions,  yields  of  both 
import  and  export  duties  have  fallen  substantially  and 
whereas  together  they  yielded  over  60  per  cent  of  total 
revenue  in  1950/51  their  share  has  fallen  to  a  third 
by  1953/54. 

There  has  been  comparatively  little  development  in 
the  field  of  income  tax  which  in  most  countries  of  the 
region  plays  a  far  smaller  role  than  either  taxes  on 
foreign  trade  or  other  indirect  taxation.  The  conspicuous 
exception  is  Japan,  where  income  tax  taking  its  per¬ 
sonal  and  corporate  forms  together,  has  accounted  for 
more  than  half  of  total  revenue,  a  proportion  appropriate 
to  one  of  the  most  highly  developed  tax  systems  in  the 
world.  Perosnal  income  tax  in  Japan  has  been  declin¬ 
ing  in  relative  importance,  while  the  greater  increase  in 
the  yield  of  corporation  taxes  since  the  boom  has  partly 
resulted  from  a  marked  rise  in  industrial  and  commer¬ 
cial  profits. 

Increased  yields  of  income  tax  in  the  Philippines 
have  followed  improvements  in  the  efficiency  of  collec¬ 
tion,  and  higher  tax  rates  were  imposed  in  Malaya  and 
Singapore,^  though  in  India  the  yields,  in  relation  to 
total  revenue,  have  declined  substantially  and  regularly 
over  the  last  few  years.  During  the  war,  direct  tax 
yields  in  India  were  high,  income  tax  accounting  for 
more  than  40  per  cent  of  central  revenue  at  one  stage. 
However,  changes  in  rates  and  exemption  levels  as  well 
as  the  growth  of  other  types  of  taxation  have  led  to  a 
relative  decline,  and  the  recent  imposition  of  death  duties, 
though  possibly  of  great  social  and  economic  con¬ 
sequence,  will  do  little  to  restore  the  proportion  of  direct 
taxation  in  total  revenue. 

1.  The  additional  surcharge  on  imports  from  the  dollar  area  was 

small. 

2.  Since  Singapore.  like  Hung  Kong,  is  a  free  port  there  are.  with  a 

few  minor  exceptions,  neither  import  nor  export  duties. 
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Land  taxes  are  significant  as  a  source  of  revenue 
in  only  five  countries  of  the  region,  and  in  these  their 
importance  has  declined.  Their  yield  is  substantially 
lower  in  Burma  than  before  the  war,  and  the  increase 
in  the  last  few  years  appears  to  be  due  to  the  extension 
of  land  under  cultivation.  In  India  and  Pakistan  as 
well,  land  tax  has  lost  a  great  deal  of  its  traditional 
importance:  its  yield  is  far  less  than  that  of  taxes  on 
income  and  wealth  and  it  accounts  for  less  than  10  per 
cent  of  the  combined  revenue  of  the  central  and  states 
governments. 

On  the  other  hand,  since  1951  land  tax  has  become 
a  major  source  of  revenue  in  Korea  (South),  where  an 
agricultural  income  tax  with  rates  going  as  high  as  30 
per  cent  of  the  gross  produce  of  the  land  has  been 
imposed  as  a  temporary  war  measures.  In  mainland 
China  land  taxes  are  playing  a  significant  role,  and  are 
assessed,  as  in  Korea  (South),  on  the  basis  of  yield. 
In  Taiwan,  the  land  tax  also  collected  largely  in  kind, 
although  organized  in  somewhat  difficient  fashion,  plays 
a  smaller  role  in  government  revenue. 

Much  taxation  performs  esesntial  purposes  of  control 
and  discrimination  which  have  not  been  discussed,  and 
indeed  only  the  broadest  conclusions  are  permissible 
without  more  detailed  examination.  Yet  it  is  clear  that 
the  tax  structure  of  most  countries  in  the  region  is  not 
well  fitted  to  the  control  of  inflationary  forces  generated 
internally.  Export  taxes  would  prove  of  no  avail  against 
the  expansion  of  disposable  income  and  consumers 
demand  likely  to  emerge  under  the  spur  of  deficit 
financing.  Nor  do  import  duties  provide  a  source  of 
revenue  readily  expansible  under  such  conditions;  only 
so  far  as  the  import  of  non-essential  consumers  goods  is 
permitted  can  the  yield  be  expected  to  grow,  and  most 
countries  could  hardly  afford  to  increase  such  imports 
on  a  significant  scale.  Indeed,  as  the  level  of  develop¬ 
ment  rises  this  source  might  be  expected  to  decline  in 
relative  importance. 

Export  taxes  are  somewhat  limited  in  their  incidence 
where  the  export  sector  is  concentrated  in  commercial 
estates;  but  even  at  their  broadest,  they  fall  on  hardly 
more  than  a  third  of  agricultural  output.  Income  taxes 
have  an  even  narrower  base.  In  India,  for  example,  the 
share  of  income  and  profits  taxes  in  total  revenue  is 
low  relative  to  their  share  in  more  developed  countries, 
yet  rates  are  not  low.  This  apparanet  paradox  is 
explained  by  the  concentration  of  taxes  on  the  business 
and  industrial  community  and  the  limited  incidence  of 


income  taxes  on  the  agricultural  community,  which  forms 
by  far  the  larger  part,  whether  in  terms  of  numbers  or 
of  income,  of  the  Indian  economy.  In  other  countries, 
such  as  Ceylon,  the  position  is  perhaps  worse,  for  their 
export  taxes  and  taxes  on  income  and  wealth  are  con¬ 
centrated  more  heavily  on  a  limited  sector  of  the 
economy.  It  is  unlikely  that  taxation  so  narrowly  based 
would  be  capable  of  providing  the  funds  for  expanding 
government  expenditure  without  in  some  degree  dis¬ 
couraging  enterprise  within  the  private  sector,  upon 
which  satisfactory  development  greatly  depends. 

These  weaknesses  will  not  easily  be  repaired.  The 
tax  structure  in  countries  of  the  region  ideally  should 
fulfill  three  major  requirements,  within  the  structure 
there  should  be  a  system  of  export  taxes  on  a  sliding 
scale  basis  which  would,  as  far  as  possible,  absorb  the 
purchasing  power  which  might  otherwise  be  generated 
by  sharp  upward  fluctuations  in  export  prices;  secondly, 
there  should  be  a  system  of  direct  and  indirect  taxation 
capable  of  controlling  inflationary  pressures  arising  with¬ 
in  the  economy  from  the  spending  of  the  public  sector; 
and  thirdly,  the  incidence  of  taxation  should  be  so 
extended  and  its  bases  so  chosen  that  the  growth  of 
revenue  accords  with  the  progress  of  development. 

In  principle,  the  development  of  income  and  other 
direct  taxes  would  be  a  satisfactory  and  equitable  method 
of  securing  the  two  latter  requirements.  Yet  administra¬ 
tive  difiiculties  alone  are  likely  to  prevent  any  great  or 
early  progress  in  this  direction  in  most  countries,  except 
such  as  may  be  secured  by  the  more  eflBcient  use  of 
existing  tax  machinery. 

Indeed,  recent  developments  in  many  countries  have 
shown  that  indirect  taxes,  and  particularly  sales  taxes 
of  various  kinds,  are  administratively  fairly  simple  to 
apply,  and  the  tendency  towards  their  further  use  will 
no  doubt  continue.  They  have  the  advantage  of  imme¬ 
diate  effectiveness  which  is  harder  to  ensure  in  direct 
taxation,  they  are  less  obviously  onerous,  and  they  can 
more  easily  be  turned  to  other  uses  than  the  mere 
raising  of  revenue.  And  in  the  relatively  simple  export- 
import  economies  complex  systems  of  taxation  appro¬ 
priate  to  economies  such  as  those  of  India  or  Japan  are 
less  necessary.  Yet  the  new  expenditure  policies  will 
eventually  create  new  opportunities  for  taxation  as  well 
as  making  new  demands  on  it,  and  the  tax  system  has 
as  great  a  claim  as  expenditure  on  the  attention  of 
planners,  for  it  is  equally,  if  less  spectacularly,  a  deter¬ 
mining  factor  in  development. 


Chapter  4. 

PROBLEMS  AND  POLICIES  OF  DEVELOPMENT 


INTRODUCTION 

Previous  chapters  have  stressed  the  violent  fluctua¬ 
tions  in  exports  and  incomes  arising  from  the  Korean 
war  boom  and  discussion  will  now  concentrate  on  their 
effects  on  the  underlying  process  of  economic  growth. 
Although  sufficient  data  are  not  avilable  for  a  full 
appraisal  of  the  impact  of  the  cycle,  it  is  apparent  that 
the  foreign  exchange  earnings  and  resources  of  many 
countries  of  the  region  are  approximately  at  the  level 
they  had  reached  before  the  war  started,  the  gains  of 
the  boom  being  used  up  in  the  decline.  But  the 
process  of  adjusting  consumption  to  lower  income  levels 
and  the  reorientation  of  policies  towards  development 
have  created  a  different  set  of  circumstances  in  which 
the  problems  of  economic  growth  show  up  in  a  new 
light. 

The  discussion  will  be  carried  out  in  terms  of  the 
level  and  distribution  of  investment  and  the  means 
available  to  governments  to  change  them.  The  volume 
of  investment  is  thus  taken  as  the  best  available  indicator 
of  the  rate  of  progress;  it  is  however  a  very  imperfect 
indicator  and  a  given  rate  of  investment  expenditure, 
even  when  its  composition  is  known,  is  no  sure  guide  to 
the  growth  of  income  and  output,  of  which  investment 
is  but  one  determinant;  alongside  it  stand  considerations 
relating  to  land  tenure,  property  and  tax  laws,  and  other 
basic  facts  of  economic  and  social  organization.  For 
example,  the  growth  of  agricultural  output  and  of 
specialisation  in  cash  crops  not  only  increases  rural 
incomes,  but  also  by  enlarging  the  market,  may  extend 
the  possibilities  of  industrial  production.  The  work  of 
the  rural  co-operative  societies  in  Ceylon  and  the  com¬ 
munity  development  projects  in  India,  Pakistan  and 
Burma  may  well  be  making  a  contribution  to  growth 
potential  greatly  in  excess  of  the  expenditure  credited 
to  them.  Even  in  industry,  some  of  the  most  significant 
advances  may  be  the  result  of  changes  in  techniques  or 
organization  that  may  actually  be  capital-saving  in 
character  and  require  very  little  new  investment.  And 
the  growth  of  initiative  and  the  willingness  to  take 
long-term  risks  may  be  of  equal  importance. 

Even  without  taking  these  factors  into  account  the 
productivity  of  investment  newly  undertaken  remains 
difficult  to  assess.  The  region  is  not  without  a  few  pro¬ 
jects  which  have  wasted  investment  funds  or  used  scarce 
resources  inefficiently.  And  ventures  yielding  immediate 


increases  in  output  may  yet  make  no  permanent  contri¬ 
bution,  since  their  successful  operation  may  depend  on 
special  or  temporary  circumstances.  On  the  other  hand, 
some  outlays  indispensable  to  the  development  of  the 
economy  have  no  immediate  effect  on  output.  Expendi¬ 
ture  on  basic  facilities  in  the  fields  of  power,  transport 
and  communication,  as  'veil  as  on  education,  may  fall 
in  this  category,  for  they  provide  benefits  mainly  by 
removing  impediments  to  other  types  of  development. 

While  none  of  these  problems  can  receive  more  than 
a  passing  reference  in  the  present  context,  it  should  be 
borne  in  mind  that  the  rate  of  investment  may  not  fully 
reflect  the  strength  of  the  other  factors  at  work  and 
thus  in  the  long  run  the  growth  of  different  countries 
may  differ  from  what  the  investment  figures  would 
suggest. 

LEVEL  AND  NATURE  OF  INVESTMENT 
Level  of  investment 

No  direct  data  on  investment  are  available  in  most 
countries  of  the  region.  However,  purchases  of  machin¬ 
ery  and  equipment  and  the  value  of  industrial  construc¬ 
tion  are  not  only  linked,  but  account  for  a  substantial 
part  of  fixed  investment.  Purchases  abroad  of  machinery 
and  equipment  may  be  taken  as  an  indication  of  the 
trend  in  productive  capital  formation,  except  for  Japan, 
which  produces  the  bulk  of  the  investment  goods  it 
uses.  In  India,  where  domestic  production  may  supply 
over  a  third  of  investment  requirements,  it  appears  that 
the  import  figures  taken  alone  overstate  the  decline  in 
the  last  two  years. 

Exports  of  capital  goods  from  principal  industrial 
countries  to  ECAFE  countries  are  shown  in  table  6  at 
constant  1950  prices.  In  1949  these  exports  were 
already  well  above  the  rather  low  1938  level*  for 
at  least  eight  countries  (Cambodia,  Ceylon,  India. 
Indonesia,  Laos,  Malaya,  the  Philippines,  and  Viet- 
Nam ) .  This  high  level  of  capital  exports  to  this 
region  is  to  be  accounted  for  by  the  increase  in 
foreign  exchange  earnings  in  1948  and  the  considerable 
easing  of  the  supply  position  which  permitted  a  number 
of  countries  to  put  in  hand  some  of  the  reconstruction 
projects  that  had  perforce  been  postponed  until  then. 
The  decline  which  occurred  in  the  case  of  India  in  1950 

1.  1988  was  a  year  of  trade  recession  and  falling  commodity  prices* 

and  in  1938  imports  of  capital  (foods  were  far  lower  than  they  had 
been  in  1928.  See  A  siiuiy  of  tradtt  brtwevn  Aula  and  Faro/>e» 
United  Nations.  1953. 


CHAPTER  4.  PROBLEMS  AND  POLICIES  OF  DEVELOPMENT 


21 


can  be  attributed  to  a  domestic  recession  that  started 
in  1949,  while  the  same  phenomenon  in  the  Philippines 
was  due  to  a  severe  balance  of  payments  crisis.  A  rapid 
expansion,  however,  took  place  in  1951  in  the  countries 
of  the  region  as  the  effects  of  rising  prices  for  their 
exports  at  the  end  of  1950  were  translated  into  a  higher 
demand  for  capital  goods. 

Data  for  1952  and  1953  are  less  reliable  because 
they  are  based  on  the  statistics  of  a  smaller  number  of 
exporting  countries  and  the  exclusion  of  Germany,  which 
was  expanding  its  exports  at  a  fairly  rapid  rate,  may 
introduce  a  downward  bias.  The  data  indicate  that  the 
changes  in  the  volume  of  equipment  imports  were  far 
smaller  in  1952  than  in  previous  years.  A  substantial 
decline  took  place  in  India  where  a  decline  in  private 
investment  more  than  offset  the  effect  on  equipment 
imports  of  the  increase  in  government  investment.  On 
the  other  hand,  increases  in  imports  continued  in 
Thailand  and  Burma,  where  they  were  supported  by  the 
continued  prosperity  of  the  economy,  as  well  as  in  a 
number  of  countries  such  as  Pakistan,  Indonesia  and 
Ceylon,  where  export  earnings  were  already  declining 
rapidly  but  where  imports  of  equipment  continued  at 
a  high  level  as  orders  placed  in  the  previous  year  were 

TABLE  6 


delivered*  and  new  orders  arose  from  both  the  govern¬ 
ment  and  private  sectors  under  the  stimulus  of  inflation¬ 
ary  conditions. 

The  effect  of  the  recession  became  more  widespread 
in  the  first  half  of  1953,  imports  of  capital  goods 
continuing  to  decline  in  India,  and  beginning  to  fall  in 
all  countries  except  Thailand  and  Burma,  where  exports 
and  incomes  were  still  rising,  and  the  Philippines.* 

In  Japan  (which  is  not  included  in  table  6) 
investment  rose  continuously  after  1950.  In  1951  gross 
investment  was  a  little  higher  in  real  terms  than  before 
the  war,  amounting  to  nearly  30  per  cent  of  gross 
national  product.  But  this  extremely  high  rate  was  due 
to  the  exceptional  need  for  rebuilding  stocks  in  a  period 
when  idle  capacity  was  rapidly  being  put  back  into 
operation.  Investment  in  durable  equipment  which  is 
more  relevant  to  development,  continued  to  rise  in  1952, 
when  inventory  accumulation  was  slower  and  total  gross 

1.  Delivery  delays  increased  considerably  in  the  boom.  The  time  lags 
are  however  minimised  in  tabie  6  since  data  are  taken  from 
the  statistics  of  the  exporting  countries  and  thus  anticipate  the 
actual  deliveries. 

The  data  for  Cambodia.  Loas  and  Viet-Nam,  which  indicate  a  con¬ 
tinued  rise,  are  particularly  unreliable  since  they  exclude  France 
which  was  the  main  source  of  supply.  The  increase  that  appears 
in  the  figures  may  thus  reflect  no  more  than  a  shift  from  France 
to  the  United  States  as  a  cource  of  supply. 


EXPORT  OF  CAPITAL  GOODS  FROM  PRINCIPAL  COUNTRIES*  TO  SELECTED  ECAFE  COUNTRIES 

Million  dollars  at  1950  prices^ 


Export  to 

From  countries  of 

1938  i 

1949 

1950 

1951 

1952 

1953' 

Burma 

First  group  . 

12.3 

9.9 

9.5 

13.1 

Second  group  . 

6.9 

12.6 

16.7 

21.6 

Cambodia,  Laos 

First  group  . 

13.1 

33.8 

29.4 

43.5 

o-.-. 

and  Viet-Nam 

Second  group  . 

•• 

13.3 

21.7 

23.7 

Ceylon 

First  group  . 

11.9 

28.4 

27.7 

36.0 

Second  group  . 

JJ..1 

30.2 

32.9 

29.6 

India 

First  group  . 

209.1 

394.0 

304.4 

315.7 

Second  group  . 

^Cb.i 

258.6 

224.8 

210.0 

Indonesia 

First  group  . 

117.2 

130.2 

81.3 

127.5 

Second  group  . 

se.9 

65.6 

75.2 

50.0 

Malaya 

First  group  . 

49.4 

72.7 

79.7 

132.7 

Second  group  . 

ee.g 

102.8 

100.7 

91.0 

Pakistan 

First  group  . 

71.3 

91.2 

104.8 

Second  group  . 

7t.9 

75.9 

88.6 

53.0 

Philippines 

First  group  . 

55.8 

121.4 

82.1 

86.4 

.. 

Second  group  . 

tff.r 

67.3 

71.6 

91.7 

Thailand 

First  group  . 

26.1 

20.0 

35.9 

50.2 

Second  group  . 

34.8 

47.1 

51.1 

Total  of  above 

First  group  . 

494.9 

881.7 

741.2 

914.9 

countries 

Second  group  . 

569.4 

659.1 

679.3 

621.7 

Source:  Economic  Commission  for  Europe  tor  first  group  of  countries 
and  trade  returns  of  the  United  Kingdom,  United  States  and  Japan 
for  second  group  of  countries. 

a.  First  group  of  countries  comprising  the  United  Kingdom,  the 
United  States,  Japan,  France,  Germany,  Netherlands,  Belgium. 
Italy,  Sweden,  Switzerland,  Norway  and  Denmark;  second  group 
of  countries  comprising  the  United  Kingdom,  the  United  States 
and  Japan. 

Capital  goods  included  in  the  first  group  comprise  iron  and 
steel  and  manufactures,  machinery  and  parts,  transport  equipment 


and  cement.  The  coverage  of  capital  goods  in  the  case  of  Italy 
and  Norway  is  only  partial. 

The  coverage  of  the  second  group  is  as  follows:  United 
Kingdom  and  United  States  of  America:  Metals  and  metal  manu- 
faactures.  electrical  goods  and  apparatus,  machinery  and  parts 
there  and  vehicles;  Japan;  Electrical  machinery  and  communica¬ 
tions  equipment,  transportation  equipment  and  other  machinery, 
b.  At  January-June  1950  prices  for  the  second  group  of  countries, 
r.  First  half  at  annual  rate. 
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investment  thus  reduced.  The  incentive  to  expand 
industrial  capacity  was  provided  by  a  rapid  increase  in 
domestic  consumption,  which  more  than  offset  the  effects 
of  weakness  in  the  export  markets. 

The  findings  based  on  the  imports  of  capital  goods 
are  not  entirely  confirmed  by  the  data  on  cement  supply 
presented  in  Table  7.  However,  the  discrepancies  relate 
to  three  countries  only — India,  Pakistan  and  the  Philip¬ 
pines.  In  the  cases  of  India  and  Pakistan,  cement 
production  continued  to  expand  in  1953  while  imports 
of  capital  goods  were  declining,  a  divergence  of  trends 
apparently  due  to  an  increase  in  public  works  consum¬ 
ing  large  quantities  of  cement,  and  a  decrease  in 
private  investment,  which  uses  a  higher  proportion  of 
machinery  and  equipment. 

The  decline  in  the  volume  of  private  investment  in 
India  is  however  a  matter  of  some  surprise  since  a 
large  proportion  of  investment  is  directed  to  the  satis¬ 
faction  of  the  needs  of  the  domestic  markets  and  a  high 
level  of  industrial  production  and  consumption  prevailed 
during  1952  and  the  first  half  of  1953.  While  the 
tighter  credit  policy  of  the  Reserve  Bank  was  a  probable 
contributory  cause,  the  main  reason  for  the  decline  may 
lie  in  a  lack  of  confidence  in  the  earning  prospects  of 
industry  and  a  bearish  attitude  of  the  business  community 
that  caused  Indian  wholesale  prices  to  fall  far  more 
steeply  than  in  almost  any  other  country. 

In  the  case  of  the  Philippines  private  investment 
has  shown  a  considerable  response  to  the  protection 
afforded  by  import  controls  introduced  in  1949,  and  a 
rapid  increase  has  taken  place  in  industries  manufactur¬ 
ing  light  consumer  goods.  After  a  sharp  fall  in  1950, 
private  investment  seems  to  have  remained  steady  around 
the  1950  level — possibly  because  the  Philippines  has 
not  been  much  affected  by  the  export  fluctuations,  but 
registered  a  sharp  increase  in  the  first  half  of  1953. 
The  case  of  Burma,  where  estimates  exist  for  the  year 


ended  in  September  1953,  is  a  special  one  both  because 
investment,  government  and  private,  had  fallen  to  a 
very  low  level  at  the  peak  of  the  insurgency  in  1948-49 
and  was  still  in  the  process  of  recovery,  and  because 
the  continued  expansion  in  income  and  exports  main¬ 
tained  the  level  of  private  capital  formation,  mostly  in 
residential  construction.  Nevertheless  private  investment 
is  expected  to  level  off  in  1953  as  government  capital 
formation  continues  its  rapid  rise;  in  1953  the  govern¬ 
ment  share  in  total  investment  is  expected  to  amount  to 
45  per  cent  while  in  1954  it  is  planned  to  account  for 
more  than  half  the  total. 

Another  case  of  interest  is  Hong  Kong,  where 
government  investment  is  increasing  slowly  and  has 
been  outstripped  in  growth  by  private  investment. 
Declining  entrepot  trade  prospects  have  apparently 
turned  the  energies  of  the  business  community  towards 
manufacturing,  for  productive  facilities  have  increased 
substantially.  This  movement  is  remarkable  since  it 
occurred  without  the  benefit  of  any  protection,  and 
manufacturing  has  to  depend  almost  exclusively  on 
imported  raw  materials. 

The  general  downward  trend  of  investment  in  the 
other  countries  of  the  region  is  explicable  in  terms  of 
its  relations  with  foreign  trade  and  allied  activities,  the 
decline  in  commodity  prices  and  export  earnings,  thus 
adversely  affecting  private  capital  formation. 

Nature  of  government  investment 

Government  expenditure  for  economic  development 
is  growing  in  importance  in  almost  all  countries  of  the 
region.  Its  distribution  in  a  number  of  countries  is 
shown  in  table  8.  Development  expenditure  includes  both 
investment  and  certain  current  expenditures,  some  of 
which  are  directly  geared  to  increasing  output — as  for 
instance,  agricultural  extension  services — and  some  of 
which  are  not. 


TABLE  7 

ECAFE  COUNTRIES:  SUPPLY  OF  CEMENT 


Thousand  tons 


1948 

1949 

1950 

1951 

1952 

1953“ 

China  (P-E  Taiwan  only)  . 

236b 

291b 

328 

338 

435 

460 

Hong  Kong  (P  -f-  I  —  E) . 

53b 

58 

70 

79 

179 

141 

India  (P)  . 

1,578 

2,136 

2,654 

3,247 

3,594 

3,720 

Malaya  (I  — E) . 

162 

155 

162 

301 

405 

312 

Pakistan  (P  -|-  I)  . 

329b 

428b 

421b 

575 

635 

635' 

Philippines  (P  -J-  I) . 

120b 

210b 

367 

327 

317b 

296' 

Thailand  (PJ  . 

83 

127 

165 

228 

247 

268 

Viet-Nam  (P)  . 

97 

154 

144 

212 

223 

284 

Sourceg:  United  Nations  Statistical  Office  and  national  statistical 
offices. 

GENERAL  NOTES:  Supply  is  equal  to  production  (P)  plus  imports 
(I)  less  exports  (E). 


Jan-Sep  at  annual  rate. 
Production  only. 

Jan-Jun  at  annual  rate. 
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In  Cambodia,  Malaya  and  North  Borneo,  social 
capital  is  the  largest  single  category  of  expenditure.  It 
includes  some  current  expenditure  on  education,  health 
and  resettlement^  as  well  as  investment  in  housing  and 
water  supply.  Expenditure  for  agricultural  development, 
together  with  a  substantial  outlay  on  multiple-purpose 
projects  which,  as  a  rule,  provide  for  irrigation  as  well 
as  additional  power  supply,  is  high  in  Ceylon,  India  and 
Pakistan.  In  all  three  countries  increased  agricultural 
output  appears  to  be  the  quickest  means  of  lessening 
or  removing  structural  balance  of  payments  disequilibria. 
Also,  apart  from  its  value  for  social  progress,  agricul¬ 
tural  development  promises  substantial  income  growth 
for  a  given  outlay  of  resources.  The  emphasis,  at 
present  on  agriculture,  may  of  course  shift  in  time;  in 
the  case  of  India,  for  instance,  the  present  plan  limits 
the  expansion  of  industrial  capacity  to  a  few  sectors 
of  particular  importance,  while  it  is  quite  likely  that 
advances  on  a  broader  front  may  be  proposed  when  the 
current  plan  is  completed. 

Transport  is  emphasized  in  Burma  as  a  basic 
necessity  for  reconstruction  and  the  improvement  of 
security,  and  in  India  where  the  repair  and  extension 
of  the  transport  system  appears  necessary  in  order  to 
lay  the  basis  for  long-term  growth.^ 

Governments  have  generally  preferred  to  invest  in 
projects  related  to  agriculture  rather  than  to  industry, 
and  this  apparently  reflects  a  belief  that  investment  in 
agriculture  offers  the  better  prospects  of  substantial  pro¬ 
gress,  at  least  in  the  present  phase  of  development. 
Indeed,  only  in  Pakistan  and  Indonesia  are  the  govern¬ 
ments  devoting  substantial  shares  of  resources  to  manu¬ 
facturing,  and  in  Indonesia  the  allocation  of  resources  to 


1.  Resettlement  is  included  only  in  India  and  Malaya. 

2.  The  same  is  true  of  both  Nepal  and  North  Borneo  where  the 
development  of  adequate  communications  is  a  pre-requisite  for  the 
opening;  up  of  the  country. 


industrialization  rather  than  to  the  rehabilitation  of 
export  agriculture  represents  a  hazardous  choice  in  view 
of  the  immediacy  of  balance  of  payment  difiiculties. 

In  Thailand,  among  the  countries  for  which  the 
distribution  of  government  development  expenditure  is 
not  available,  it  appears  that  the  government  devotes  a 
major  proportion  of  its  investment  to  irrigation  works 
and  the  transport  system  while  also  erecting  a  certain 
number  of  industrial  plants.  In  the  Philippines,  the 
bulk  of  government  investment  appears  to  be  devoted 
chiefly  to  communication  and  multi-purpose  projects,  but 
also  in  part  to  important  industrial  projects  in  fertilizers, 
steel  and  electrical  equipment. 

In  Japan,  the  bulk  investment  carried  out  by  the 
government  goes  into  irrigation  and  other  schemes 
connected  with  agriculture,  while  government  loans  which 
indirectly  form  a  substantial  part  of  government  invest¬ 
ment  are  made  mainly  to  the  coal,  power,  steel  and 
ship-building  industries.  In  mainland  China,  it  appears 
that  gross  expenditure  on  industry  accounted  for  about 
45  per  cent  of  expenditure  on  national  economic  recon¬ 
struction,  other  construction  for  about  24  per  cent  and 
agriculture  and  water  conservancy  for  about  9  per  cent. 
The  exact  content  of  these  expenditures  is  unknown. 

Although,  with  the  exceptions  noted  above,  only  a 
relatively  small  percentage  of  public  developmental 
expenditure  goes  into  industry,  governments  do  play  a 
significant  role  in  the  manufacturing  sector.  Govern¬ 
ment  enterprises  exist  everywhere  and  are  usually  of 
some  importance,  except  perhaps  in  Malaya  and  Hong 
Kong.  Nevertheless  most  governments  of  the  region, 
despite  the  greatly  enhanced  importance  of  their  develop¬ 
ment  expenditure  on  development,  appear  to  adhere  to 
the  traditional  view  that  the  public  authorities  should 
be  responsible  for  the  basic  economic  facilities  such  as 
power  and  transport  and  should  provide  assistance  and 


TABLE  8 


ECAFE  COUNTRIES;  PERCENTAGE  DISTRIBUTION  OF  PUBLIC  EXPENDITURE  ON  DEVELOPMENT 


Agricul¬ 

ture, 

forestry 

and 

fisheries 

1 

1 

Multi¬ 

purpose 

projects 

Transport 

and 

communi¬ 

cations 

Fuel  ! 
and 
power 

i 

1 

Mining 

1 

Indtistry 
and  1 
research  ; 

Social 

capital 

Average 
annual  total 
expenditure 
(in  millions) 

Bunna,  1953/54  flcyats)  . 

11.4  1 

a 

43.8 

9.0  j 

2.3 

7.0 

26.5 

442.9 

Cambodia,  1951-1953  (piastres) . 

4.8 

3.7 

86.4 

346.5 

Ceylon,  1951/52-1953/54  (Ceylon  rupees) 

25.7 

13.9 

24.2 

9.5 

20.7 

361.4 

India,  1951/52-1953/54  (Indian  rupees) . 

20.9 

12.2 

32.4 

7.2 

— 

4.8 

22.5 

3.623.5 

Indonesia,  1951/52-1953/54  (rupiah)  . 

11.9 

15.6 

2.6 

0.2 

39.4 

30.3 

,  1,519.2 

Malaya,  1951-1953  (Malayan  dollars)  . 

Sarawak  (1951/52-1953/54)  and  North  Borneo 

4.4 

22.1 

20.0 

0.2 

0.1 

52.7 

1  240.5 

(1951/52-1953/54)  (Malayan  dollars)  ..  .. 

9.5 

39.7 

3.2 

— 

6.8 

j  40.7 

24.2 

Nepal,  1951/52-1953/54  (Indian  rupees) . 

29.3 

17.6b 

34.5 

6.1 

— 

— 

!  12.4 

16.4 

Pakistan,  1951/52-1953/54  (Pakistan  rupees) 

29.7 

j  7.9 

14.3 

5.0  I 

1  1 

36.0 

1 

1 

418.4 

Sources:  Economic  Survey  of  Burma,  1935;  Consultative  Committee  for  a.  Some  of  them  are  classified  by  the  Kovemment  under  irrigation. 

Co-operative  Economic  Development  in  South  and  South-East  Asia,  which  is  part  of  agriculture,  and  some  under  power. 

Second  Annual  Report,  1953,  New  Delhi.  b.  Consists  of  aerial  survey  and  village  development. 
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incentives  to  private  business,  but  should  step  directly 
into  the  industrial  field  only  where  the  scale  of  the 
enterprise,  or  its  technical  difficulties,  or  the  lack  of 
immediate  earning  prospects,  would  discourage  private 
investment.  Such  a  policy  has  much  to  commend  it 
provided  that  the  business  community  is  responsive  to 
the  incentives  provided  by  government.  Government 
enterprise,  to  be  efficient,  must  perforce  be  concentrated 
in  a  relatively  small  number  of  large  units  which  by 
their  very  nature  will  tend  to  be  capital  intensive,  while 
active  local  initiative  is  better  fitted  to  starting  up  small- 
scale  and  diversified  enterprises  requiring  little  capital 
and  offering  good  prospects  for  rapid  and  widespread 
growth  in  capital-poor  countries. 

There  is  abundant  evidence — in  India  for  example 
—that  government  aid  can  promote  enterprise  if  it  is 
applied  with  sufficient  vigour.  However,  as  was  pointed 
out  above,  private  investment  has  in  the  past  been 
generally  tied  to  the  production  or  processing  of  export 
commodities  and  there  has  been  little  interest  in  manu¬ 
facturing  for  the  domestic  market.  That  this  attitude 
persists  in  some  countries  is  confirmed  by  events  in 
Pakistan  and  Indonesia,  where  there  has  been  little 
response  to  a  monetary  situation  and  a  system  of  import 
restrictions  that  appeared  to  promise  ready  markets  to 
enterprising  firms.  Most  new  plants  established  in  these 
countries  in  recent  years  have  been  either  directly  govern¬ 
ment  owned  or  at  least  established  on  government 
initiative  and  with  considerable  government  financial 
participation.  Only  in  Japan  and  in  Hong  Kong  does 
private  business  appear  fully  and  immediately  capable 
of  developing  the  economy  by  its  own  resources  and  on 
its  own  initiative.  Thus,  despite  the  limits  to  the  fields 
for  which  large-scale  government  enterprises  are  suitable, 
governments  deciding  to  shift  the  emphasis  of  develop¬ 
ment  to  the  manufacturing  sector  may  at  first  have  to 
carry  the  main  burden  themselves. 

The  experience  of  Japan  suggests,  however,  that 
such  a  situation  need  not  be  a  permanent  one.  In  that 
country  almost  all  the  initiatives  that  led  to  industriali¬ 
zation  came  from  the  public  sector  and  the  early  stages 
of  development,  in  the  two  decades  after  1869,  wit¬ 
nessed  the  creation  by  the  government  of  a  large  number 
of  manufacturing,  commercial  and  financial  concerns. 
In  the  next  phase  in  the  late  80’s  and  early  90’s  the 
government  found  that  it  could  hand  over  to  private 
enterprise  the  plants  it  had  erected:  at  this  stage  private 
businessmen  were  able  to  operate  them  successfully  when 
subsidised  by  the  government.^  After  the  middle  90’s, 
the  private  sector  had  acquired  strength  and  dynamism, 
and  the  government  was  able  to  abandon  its  subsidy 
policy  and  instead  to  start  levying  taxes  on  the  rapidly 
growing  business  community.^ 

1.  The  subsidy  often  took  the  form  of  a  transfer  of  (he  factory  to 

private  hands  for  a  purely  nominal  price. 

2.  See  "Subsidy  and  tax  policies  for  development  of  industries  in 

Japan".  ECAFE^I&T/FED/8.  It  may  be  worth  noting  that  in 

Taiwan,  China,  the  eovernment  has  sold  to  private  concerns  a 

certain  number  of  its  enterprises. 


INVESTMENT  POLICIES 

The  previous  chapter  bas  shown  that  a  number  of 
countries  in  the  region  are  facing  a  decline  in  govern¬ 
ment  revenue  due  to  the  lower  level  of  incomes  and 
foreign  earnings.  The  main  exceptions  are  Japan,  the 
food  exporting  countries,  namely  Thailand  and  Burma, 
and  Ceylon,  in  which  country  the  substantial  increase 
in  certain  tax  rates  should  result  in  a  small  increase 
in  revenue.  More  significantly,  a  greater  number  of 
countries  are  budgeting  for  an  increased  deficit. 
Pakistan,  although  decreasing  its  expenditure,  is  expect¬ 
ing  an  even  greater  fall  in  revenue  and  will  thus  show 
a  larger  deficit  than  in  1952/53.*  Ceylon,  Indonesia 
and  the  Philippines,  on  the  other  hand,  are  proposing 
to  cut  their  deficits  through  a  severe  curtailment  of 
expenditure.  The  decreases  in  expenditure  in  these 
four  countries  will  affect  government  investment  in  vary¬ 
ing  degrees.  At  one  extreme  stand  Pakistan  and  Ceylon, 
where  none  of  the  burden  of  the  cut  will  fall  on  capital 
expenditure;  indeed  investment  outlays  are  due  to 
increase.  At  the  other  extreme  stands  the  Philippines, 
where  almost  the  whole  of  the  cut  in  government 
expenditure  will  fall  on  investment  outlays.  In  between 
stands  Indonesia,  where  investment  will  share  in  the 
general  and  drastic  cut  in  government  expenditure. 

This  brief  enumeration  is  enough  to  show  that  the 
problem  of  finding  resources  for  investment  is  generally 
acute.  The  policies  tried  in  different  countries  to  meet 
this  situation  can  be  classified  under  two  broad  headings: 
the  one  covers  attempts  to  finance  investment  without 
creating  any  inflationary  pressures  in  the  economy  and 
the  other  covers  use  in  varying  degrees  of  measures  of 
finance  which  may  prove  inflationary.  The  line  between 
the  two  is,  of  course,  not  clear-cut,  and  the  most  crucial 
problems  may  well  arise  in  determining  the  limits  of 
tolerable  inflation  and  in  devising  effective  measures  to 
deal  with  it. 

Under  present  circumstances,  balance  in  the  budget 
would  require  higher  tax  rates,  or  cuts  in  other  expendi¬ 
ture,  if  investment  outlays  are  to  be  increased  or  even 
maintained.  Attempts  to  prune  various  items  are  being 
made  in  a  number  of  countries  in  the  area,  the  most 
impressive  of  which  are  the  30  j>er  cent  reduction  in 
total  expenditure  in  Indonesia  and  the  abolition  of  food 
subsidies  in  Ceylon.  Taxes  have  been  increased  in  the 
case  of  Ceylon  and  the  Philippines.  However,  only 
mainland  China  appears  to  be  prepared  to  finance  a 
large-scale  development  programme  on  the  basis  of  a 
balanced  budget,  but  its  economic  and  political  institu¬ 
tions  are  so  different  that  its  experience  cannot  be 
readily  applied  elsewhere  in  the  region.  Tax  revenue 
and  profits  from  government  enterprises  in  mainland 
China,  which  include  a  considerable  proportion  of 

;(.  The  deficit  is  partly  to  be  met  from  profita  from  State  tradimr. 

that  is,  in  effect  by  the  liquidation  of  previously  accumulated 

slocks  of  jute  and  cotton,  which  of  course  decrease  its  inflationary 

impact. 
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indirect  taxation,  have  shown  an  impressive  rise  over 
the  last  few  years.  In  1953,  government  receipts  were 
scheduled  to  be  more  than  three  times  as  high  as  they 
had  been  in  1950.  Since  prices  have  shown  no  signi- 
cant  rise  over  the  period,  this  increase,  far  more  rapid 
than  in  national  income,  has  enabled  the  government 
to  finance  outlays  on  economic  reconstruction  at  a 
rapidly  mounting  rate.  Even  in  this  case,  however,  the 
policy  of  balancing  the  budget  through  government 
revenue  is  not  being  fully  carried  out  and  in  1953 
balancing  the  budget  will  require  borrowing  as  well  as 
the  use  of  the  carry-over  from  previous  year’s  surpluses. 
Such  a  policy  avoids  the  problems  of  inflation  but 
requires  an  apparatus  of  controls  which  may  be 
undesirable,  or  even  unattainable,  in  other  countries  of 
the  region.  And  without  such  controls  inflation  may 
arise  as  well  from  an  attempt  to  impose  unacceptable 
taxation  as  from  the  creation  of  credit  to  meet  a  budget 
deficit. 

Moreover,  the  development  of  a  suitable  tax 
mechanism  is  normally  a  lengthy  and  costly  process, 
and  it  is  noteworthy  that  in  Indonesia,  for  instance, 
little  success  has  so  far  attended  efforts  to  replace  the 
earlier  land  tax  by  a  progressive  system  of  taxation  on 
rural  incomes.  In  chapter  3  attention  has  already  been 
drawn  to  the  undesirable  consequences  of  heavy  and 
unsuitable  taxation.  Too  heavy  taxation  of  the  business 
community,  for  example,  may  stifle  private  enterprise 
even  as  it  provides  funds  for  development  in  the  public 
sector. 

Borrowing  from  the  public  is  a  non-inflationary 
means  of  financing  economic  development,  but  use  of 
this  device  depends  upon  the  willingness  and  ability 
of  the  population  to  absorb  government  bonds.  So  far 
this  method  of  financing  has  been  significant  only  in 
Japan  and  India,  which  possess  capital  markets  more 
developed  than  those  of  other  countries  of  the  region. 
In  Japan,  however,  funds  obtained  in  this  way  have 
been  used  essentially  to  make  loans  to  private  concerns, 
and  in  this  case  the  government  is  doing  little  more 
than  supplement  the  capital  market  by  channelling  private 
savings  to  desirable  forms  of  private  capital  formation. 
In  India,  the  success  which  has  this  year  attended  the 
sale  of  government  and  state  bonds  has  exceeded  expecta¬ 
tions  and  the  proceeds  have  financed  a  not  inconsider¬ 
able  proportion  of  the  public  deficit.  Such  a  method 
of  finance  is  wholly  advantageous  when  private  invest¬ 
ment  fails  to  absorb  private  savings,  but  would  be  both 
less  successful  and  less  desirable  were  public  confidence 
in  the  earning  prospects  of  industry  greater  and  private 
enterprises  prepared  to  absorb  available  savings.  In  the 
case  of  India,  it  is  clear  that  in  addition  to  buying 
government  bonds,  the  private  sector  also  hoarded  savings 
and  so  offset  part  of  the  budget  deficit  that  was  financed 
by  withdrawals  from  reserves.  Thus  it  was  not  even 
necessary  for  the  government  to  borrow  these  savings. 


The  tight  monetary  policy  pursued  in  India  is  no  doubt 
partly  responsible  both  for  the  ease  with  which  the 
government  succeeded  in  borrowing  and  for  the  lack  of 
alternative  outlets  for  private  savings. 

Should  inflation  threaten,  the  existence  of  foreign 
reserves  or  foreign  loans  may  permit  the  absorption 
through  imports  of  inflationary  pressures.  Foreign 
borrowing  and  some  drawing  down  of  sterling  balances 
have  been  a  notable  feature  of  the  the  Indian  Five-Year 
Plan,  while  in  Burma  a  rapid  accumulation  of  foreign 
reserves  over  the  last  few  years  should  enable  the  govern¬ 
ment  to  sustain  substantial  deficits  for  a  few  years 
without  creating  any  serious  inflation  problems. 

A  third  case  of  expansionary  finance  is  provided 
by  Japan,  where  borrowing  by  the  private  sector  rather 
than  the  government  has  financed  the  high  level  of 
investment  of  the  last  few  years.  So  far,  the  existence 
of  considerable  unused  capacity  in  the  consumer  goods 
industries  has  permited  an  expansion  of  production 
capable  of  satisfying  the  bulk  of  the  increased  demand 
generated  by  the  process  of  capital  formation,  although 
not  without  some  sharp  price  rises.  Now  that  existing 
capacity  is  more  fully  utilized  it  seems  that  an  increased 
proportion  of  consumer  demand  is  being  directed  to 
imports  and  the  high  rate  of  investment,  if  continued, 
may  result  less  in  output  expansion  and  more  in  rising 
prices  or  balance  of  payments  difficulties. 

In  most  countries  of  the  region,  however,  conditions 
are  such  that  large-scale  government  deficits  will  almost 
certainly  lead  to  inflation.  With  the  exception  of  India 
and  Japan  where  the  development  of  banking  and  the 
capital  market  may  make  it  possible  to  control  effec¬ 
tively  total  private  expenditure  through  appropriate 
monetary  policies,  government  deficits  have  automatically 
tended  to  create  monetary  disequilibrium  owing  to  the 
low  level  of  private  savings,  and  additional  incomes 
that  could  not  be  absorbed  through  an  expansion  of 
consumer  goods  production  have  led  to  substantial  import 
surpluses.  One  of  the  main  problems  of  the  countries 
that  wish  to  pursue  an  active  development  policy  will 
therefore  be  to  guard  against  serious  balance  of  pay¬ 
ments  difficulties,  and  increases  in  domestic  prices  caused 
by  shortage  of  goods  in  relation  to  effective  demand. 

Measures  of  taxation  are  also  appropriate  means  for 
controlling  changes  in  the  level  of  effective  demand 
induced  by  government  spending.  They  are  frequently 
supplemented,  but  can  hardly  be  replaced  by  measures 
of  import  and  price  control,  and  rationing.  Yet  the 
previous  chapter  has  underlined  the  unsuitability  of  the 
tax  structure  in  most  countries  of  the  region  for  such  a 
purpose.  Nor  are  these  tax  structures  well  adapted  to 
raising  funds  for  development  They  largely  fall  on 
foreign  trade,  and  neither  import  duties  nor  export  taxes 
can  be  expected  to  yield  greatly  increased  revenues  in 
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normal  conditions,  crucial  though  their  role  may  be 
when  the  expansionary  force  is  a  rise  in  foreign  demand 
for  exportable  goods. 

In  the  early  stages  of  Japanese  development  the 
pattern  of  taxation  was  quite  different.  Land  tax  pro¬ 
vided  more  than  half  the  total  revenue^  and  thus  indus¬ 
trialization  was  largely  financed  through  savings  imposed 
upon  agriculture.  It  was  only  later  after  considerable 
industrial  development  that  funds  started  flowing  from 
industry  to  agriculture. 

A  somewhat  similar  pattern  seems  to  be  emerging 
in  mainland  China  today,  where  a  progressive  tax  on 
agricultural  output  is  an  important  factor  in  govern¬ 
ment  revenue.  According  to  an  oflicial  statement,^ 
agricultural  taxes  accounted  for  26  per  cent  of  total 
tax  revenue  in  1952  and  22  per  cent  in  1953.®  By 
comparison,  in  1952/53  the  land  tax  in  India  (which  was 
levied  essentially  by  the  states)  accounted  for  9.3  per 
cent  of  the  combined  tax  revenue  of  the  central  govern¬ 
ment  and  the  states. 

However,  it  is  not  to  be  supposed  that  a  mere 
increase  in  agricultural  taxation  without  regard  to  other 
factors  would  be  a  satisfactory  method  of  raising  funds 
for  development,  even  though  the  agriculural  sector  may 
be  their  major  source.  Matters  of  equity,  of  incentive, 
of  subsidy  policy  and  of  control  would  all  require  to 
be  taken  into  account.  Moreover,  it  appears  that  govern¬ 
ments  require  a  more  extended  tax  system,  capable  of 
absorbing  large  parts  of  the  increment  of  purchasing 
power  generated  by  development  expenditure.  Without 
such  a  tax  system  it  is  unlikely  that  any  country  in  the 
region  could  continue  for  long  a  policy  of  inflationary 
finance  without  balance  of  payments  difficulties.  In 
fact,  the  level  of  foreign  reserves  in  most  countries  is 
such  that  the  balance  of  payments  might  prove  to  be 
the  main  limitation  to  a  programme  of  rapid  expansion, 
and  it  is  notable  that  recent  cuts  in  expenditure  in  In¬ 
donesia,  Ceylon  and  Pakistan  were  motivated  in  the  last 
analysis  by  balance  of  payments  considerations.  Also, 
development  will  require  an  increased  volume  of  capital 
goods  and  raw  materials  imports,  and  unless  export 
earnings  rise  again,  measures  may  be  needed  to  change 
the  existing  relationship  between  incomes  and  imports. 

Export  promotion  might  play  a  substantial  role  in 
the  case  of  Japan  and  the  Philippines,  as  could  also  a 
restoration  of  some  of  Indonesia’s  former  export  indus- 


1.  In  1873,  93  per  cent:  in  1896,  52  per  cent.  By  1935  the  propor¬ 
tion  was  less  than  1  per  cent. 

2.  Finance  Minister  Po  I-Po,  Report  on  the  19SS  State  Budget,  in 
speech  delivered  at  the  Central  People’s  Government  Administra¬ 
tion  Council;  12.  February  1953. 

3.  The  exact  significance  of  this  figure  cannot  be  ascertained  precise¬ 
ly,  since  it  is  not  known  at  what  prices  agricultural  deliveries  in 
kind  are  reckoned  when  assessing  the  burden  of  direct  taxes  car¬ 
ried  by  agriculture.  In  1952  local  surtaxes  were  abolished.  How¬ 
ever,  the  local  authorities  may  still  collect  funds  from  the  farmers 
“provided  that  this  contribution  is  voluntary  and  amounts  to  less 
than  7  per  cent  of  the  agricultural  tax”  (quoted  from  Li  Cheng- 
iui.  Deputy  Director  of  Agricultural  Tax  in  the  Ministry  of 
Finance,  People’s  China,  16  April  1953). 


tries.  Countries  of  the  region  generally  will  have  to 
rely  on  their  traditional  exports  in  the  next  few  years  for 
the  bulk  of  their  foreign  exchange  earnings,  and  here 
the  rise  in  production  costs  may  create  serious  difficulties 
at  current  export  prices  and  exchange  rates.  In  Ceylon, 
for  instance,  the  wholesale  price  of  tea,  the  principal 
export  commodity,  is  now  a  little  lower  than  before 
the  outbreak  of  the  Korean  war,  while  money  wages 
of  workers  on  tea  estates  have  risen  by  30  per  cent 
with  no  appreciable  change  in  productivity.  A  similar 
situation  exists  in  Indonesia,  where  high  labour  costs 
have  been  an  important  contribuory  factor  to  the  decline 
of  such  exports  as  tea  and  sugar.  Price  declines  in  the 
first  half  of  1953  had  raised  similar  problems  for  many 
rubber  producers  in  the  region.^  Thus  the  main  export 
promotion  task  may  be  one  of  restoring  the  profitability 
of  the  major  export  industries,  and  the  existence  of 
inflationary  pressures,  attended  by  open  or  disguised 
wage  increases,  may  make  it  particularly  difficult  to 
achieve. 

In  Japan,  also,  high  export  prices  are  reported  to 
be  a  serious  impediment  to  the  much  needed  expansion 
of  exports.  Wage  rates  and  labour  productivity  appear 
to  have  risen  almost  equally  over  the  last  few  years,  at 
least  in  some  of  the  large  scale  industries,  and  there 
may  be  room  for  reduction  in  prices  and  profit  margins 
together,  although  it  is  of  course  impossible  to  know 
over  how  wide  a  range  of  commodities  this  type  of  price 
reduction  may  be  sufficient  to  restore  Japan’s  competitive 
position. 

Most  countries  of  the  region  operate  some  kind  of 
import  or  exchange  restrictions  of  varying  severity,  and 
the  trend  has  been  towards  a  reinforcement  of  such 
controls,  as  shown  by  the  recent  cancellation  of  open 
general  licences  for  some  goods  in  India  and  the  imposi¬ 
tion  of  quantitive  restrictions  on  a  number  of  consumer 
goods  in  Thailand.  However,  while  the  example  of 
sterling  area  countries  has  shown  that  the  control  of 
imports  from  certain  sources  can  be  carried  out  success¬ 
fully  when  similar  goods  can  be  obtained  elsewhere, 
restrictions  on  imports  from  all  sources  at  the  same 
time  may  carry  with  them  the  danger  of  rapidly  rising 
prices  and  open  inflation.  A  distincion  may  be  made 
here  between  quantitative  import  controls  and  the  systems 
of  import  taxes  or  surcharge  through  multiple  exchange 
rates  that  have  been  practised  in  the  Philippines, 
Indonesia  and  Thailand.  While  quantitative  restrictions 
offer  to  the  governments  the  advantage  of  fixing  a  precise 
limit  to  the  volume  of  permitted  imports,  they  do  nothing 
to  absorb  domestic  purchasing  power  and  thus  may  lead 
to  a  more  acute  shortage  of  goods  than  the  various 
systems  of  import  taxes;  these,  though  they  may  be 
less  satisfactory  from  a  balance  of  payments  point  of 
view,  effectively  decrease  the  pressure  on  available 

4.  The  rubber  industry  in  Ceylon  has,  however,  been  protected  so  far 

afcainst  these  price  falls  throuith  a  long  term  aKreement  with  main¬ 
land  China. 
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supplies.  The  experience  of  Pakistan  shows  that  quanti* 
tative  restrictions  tend  to  react  on  the  domestic  price 
level  as  much  or  more  than  the  more  predictable  import 
taxes.  In  that  country  an  extensive  sytem  of  price 
controls  had  to  be  established  to  prevent  a  spiral  of 
prices  and  wages,  and  the  outcome  of  the  situation  of 
repressed  inflation  will  depend  on  the  solution  of  mount¬ 
ing  administrative  problems,  or  on  a  return  to  a  closer 
balance  between  resources  available  and  the  expenditures 
of  both  government  and  public. 

Indeed,  it  appears  that  severe  import  restrictions  in 
countries  of  the  region  will  prove  tolerable  only  where 
they  lead  eventually  to  a  lasting  change  in  the  relation¬ 
ship  between  incomes  and  the  level  of  imports.  An 
example  of  such  a  policy  is  afforded  by  Japan,  where 
domestically  produced  materials  and  equipment  have 
now  replaced  imports  on  a  substantial  scale;  although 
industrial  production  is  50  per  cent  higher  than  before 
the  war,  and  the  national  income  24  per  cent  higher,  the 
volume  of  imports  was  in  1953  only  70  per  cent  of  the 
1934-36  level.  This  policy  is  still  being  pursued  and  a 
considerable  lessening  of  the  dependency  on  imports  is 
expected  from  a  shift  in  the  textile  industry  from  the 
use  of  cotton  to  that  of  domestically  produced  synthetic 
fibres.  A  similar  change  is  one  of  the  objectives  of 
India’s  Five-Year  Plan  where  the  emphasis  on  agriculture 
aims  less  at  increasing  exports  than  at  making  the 
country  more  nearly  self-sufficient  in  grain  and  in  raw 
cotton.  The  fostering  of  the  cotton  textile  industry  in 
Pakistan  and  China  (Taiwan  only)  falls  in  the  same 
category.  However,  import  replacement  appears,  from 
some  unsuccessful  experiments  carried  out  in  Indonesia 
and  Ceylon,  considerably  more  difficult  to  achieve  in 
the  field  of  manufactures,  where  problems  of  prices, 
quality  and  consumer  preference  loom  large. 

A  partial  solution  to  balance  of  payments  problems 
may  be  found  through  the  import  of  foreign  capital 
and  a  number  of  countries  in  the  region  have  relied 
heavily  on  this  source  in  order  to  balance  their  accounts. 
Net  private  capital  movements  since  the  war  have  been 
generally  outward,  owing  partly  to  the  sale  by  foreigners 
of  their  assets  to  indigenous  companies;  nevertheless 
private  foreign  investors  have  an  important  role  to  play, 
less  perhaps  through  the  amounts  of  foreign  exchange 
made  available  than  by  the  experience  of  technical  pro¬ 
cesses  which  they  can  supply.  Private  foreign  capital 
has  recently  made  a  number  of  important  contributions 
in  the  form  of  joint  undertakings  and  more  noteworthy 
still,  it  has  to  some  extent  severed  its  traditional  ties 
with  the  export  industries:  some  of  the  large  ventures  in 
which  foreign  enterprise  has  played  a  decisive  role  in 
recent  years,  as  for  instance  the  new  petroleum  refineries 
in  India,  largely  work  for  the  domestic  market. 

Withdrawals  from  previously  accumulated  sterling 
reserves  and  United  States  aid  have  been  the  most  signi¬ 
ficant  forms  of  official  financing.  Military  aid  to  coun¬ 


tries  in  Asia  rose  from  $282  million  in  1951/52  to 
$785  million  in  the  fiscal  year  ended  in  June  1953.  Such 
assistance,  however,  makes  a  contribution  only  to  the 
extent  that  the  expenditure  thus  financed  would  in  any 
event  have  taken  place.  Of  greater  interest  is  economic 
assistance,  amounting  to  $400  million  in  1952/53  as 
against  $620  million  in  the  previous  year.  The  main 
recipients  were  the  Republic  of  Korea,  China  (Taiwan 
only),  India  and  Pakistan.  India  had  already  benefited 
substantially  from  a  large  wheat  loan,  while  the  con¬ 
tinuing  American  programme  is  making  a  substantial 
contribution  to  agricultural  development.  Apart  from 
this  case  and  the  large  Import-Export  Bank  loan  to 
Indonesia,  United  States  economic  assistance  has  been 
directed  essentially  to  thf  rehabilitation  of  war-torn 
economies  or  to  meeting  emergencies  such  as  the  food 
crisis  in  India  and  Pakistan. 

Of  lesser  importance  have  been  loans  from  the 
International  Bank, — disbursements  to  India,  Pakistan 
and  Thailand  amounting  to  $35  million  over  1952  and 
the  first  ten  months  of  1953. 

Thus  foreign  capital  has  played  a  crucial  role  in 
some  developments  of  the  last  few  years,  and  foreign  aid 
has  met  emergencies  totally  beyond  domestic  resources. 
But,  as  tbe  governments  of  the  region  fully  appreciate, 
such  finance  may  be  an  aid  to  development  rather  than 
a  base  for  it.  Since  however  balance  of  payments 
difficulties  often  are  the  key  factor  limiting  the  rate  of 
development,  even  a  relatively  small  amount  of  foreign 
capital  may  permit  the  investment  of  substantially  greater 
domestic  resources. 

CONCLUSION 

In  a  number  of  countries  budget  deficits  are 
appearing,  or  growing,  as  additional  funds  are  used  for 
basic  development  essential  to  the  increase  of  national 
output  and  higher  productivity.  The  ability  to  sustain 
such  deficits  will  depend  partly  upon  foreign  currency 
earnings  or  reserves,  and  partly  upon  the  size  of  other 
demands  on  available  resources.  In  some  countries  at 
any  rate  the  private  sector  is  not  making  demands  upon 
savings  which  might  be  expected  in  view  of  the  level 
of  government  spending  and  internal  demand.  While 
this  now  permits  governments  to  continue  with  rather 
larger  development  programmes  than  would  otherwise 
be  possible  without  serious  threat  of  inflation,  it  cannot 
be  taken  as  an  entirely  helpful  factor  in  view  of  the 
general  need  for  diversification  of  production. 

Moreover,  with  the  rapid  fall  in  export  earnings  in 
the  last  two  years,  several  countries  are  running  close 
to  the  borderline  at  which  balance  of  payments  deficits 
w'ill  lead  to  serious  difficulties.  Indeed,  owing  to  some 
over-hang  of  purchasing  power  still  remaining  from  the 
period  of  the  boom,  the  situation  may  sometimes  be 
worse  than  it  was  in  1950  and  in  few  cases  is  certainly 
better. 
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While  the  pre-occupation  of  governments  with 
economic  development  is  more  pronounced  than  it  was 
four  years  ago,  the  means  to  control  potentially  inflation¬ 
ary  situations  brought  about  by  public  expenditure  are 
hardly  more  effective.  On  the  one  hand,  the  factors  that 
might  mitigate  the  impact  of  inflation  such  as  reserve 
capacity  in  the  consumer  goods  industries,  or  the  sub¬ 
stantial  foreign  reserves,  are  for  the  most  part  entirely 
lacking  or  insufBcient.  On  the  other  hand,  except  in 
Japan,  the  administrative  arrangements  required  for  the 
internal  control  of  inflationary  pressures  may  prove  in¬ 
adequate;  neither  an  eSicient  apparatus  of  controls  nor 
a  taxation  system  capable  of  taking  up  automatically 
substantial  parts  of  increments  in  incomes  without  caus¬ 
ing  major  changes  in  the  price  structure  can  soon  be 
provided  even  though  a  beginning  is  now  being  made. 

While  a  certain  measure  of  inflation  may  be 
necessary  to  accelerate  the  process  of  development,  the 
preceding  analysis  has  stressed  the  dangers  to  which  an 


excessive  rate  of  inflation  may  expose  economies  in  the 
region.  That  steps  to  restrict  spending  in  the  private 
sector  should  accompany  the  measures  of  deficit  financing 
imdertaken  in  a  number  of  countries,  reflects  the  aware¬ 
ness  of  governments  of  the  potential  conflict  between  the 
objectives  of  rapid  economic  growth,  and  of  monetary 
stability  and  balance  of  payments  equilibriur;. 

The  period  of  comparative  stability  which  many 
countries  have  enjoyed  in  the  later  part  of  1953  has 
marked  the  abatement  of  disturbances  arising  from  the 
Korean  boom,  and  the  return  to  more  normal  conditions 
in  which  the  relative  claims  of  rapid  growth  and  of 
monetary  stability  can  be  assessed  with  greater  con¬ 
fidence.  But  the  level  of  resources  available  is  no  more 
important  than  the  uses  to  which  they  are  put,  and  in 
the  present  stringency,  their  wise  allocation  is  more 
than  ever  necessary  to  maintain  present  rates  of  economic 
growth. 
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INTRODUCTION 

The  insurrection  of  1948  dealt  a  severe  blow  to  pro¬ 
duction,  which  had  been  well  on  the  way  to  recovery. 
Nevertheless,  the  rising  trend  of  output,  and  especially 
of  agricultural  output,  was  resumed  in  1950/51,  and  by 
1952/53  the  pre-insurrection  peak  had  been  comfortably 
exceeded  even  though  pre-war  levels  had  not  been 
regained.  Moreover,  the  economy  supported  a  gross 
domestic  investment  in  relation  to  income  much  larger 
than  before  the  war,  even  while  substantial  additions  to 
foreign  exchange  reserves  were  being  made. 

Improvements  in  the  terms  of  trade,  budget  sur¬ 
pluses,  and  the  stability  of  private  incomes  have  all 
contributed  to  the  positive  balance  of  payments,  which 
continued  to  grow  even  after  the  Korean  war  boom 
collapsed,  because  rice  export  prices  were  rising  while 
the  prices  of  imported  consumer  goods  declined. 

The  State  marketing  of  rice  stabilized  domestic 
incomes  and  prevented  inflationary  rises  in  domestic 
prices,  so  that  the  principal  task — that  of  restoring 
productive  capacity  in  the  country — has  been  free  of 
inflationary  complications. 

PRODUCTION 

The  war,  and  then  the  insurrection  of  1948-49, 
disrupted  all  sectors  of  the  economy,  especially  mining, 
where  activities  were  brought  nearly  to  a  standstill.  The 
volume  of  agricultural  production  in  1949/50  was  about 
65  per  cent  of  its  pre-war  level  whereas  mineral  produc¬ 
tion  in  1950  amounted  to  a  mere  7  per  cent. 

Since  1950/51,  with  order  restored,  good  progress 
has  been  made  in  recovery,  and  in  1952/53  production 
rose  to  a  post-war  peak,  agricultural  production  reaching 
81  per  cent,  and  mining  about  12  per  cent  of  pre-war. 

Investment  in  plant  and  equipment,  by  the  govern¬ 
ment  directly  and  by  private  undertakings  encouraged  by 
the  government,  made  a  substantial  contribution  to  the 
rise  in  output.  The  progress  made  with  community 
development  schemes  in  1952/53  also  contributed  to  the 
rising  trend  of  production.  Government  grants  for  these 
schemes  were  about  K.IO  million  in  1952/53  while 


private  contributions  almost  equalled  this  sum.  The 
impetus  to  production  that  these  schemes  provided  is 
much  more  significant  than  would  appear  from  the 
relatively  modest  sums  involved. 

Agriculture,  forestry  and  mining 

Agriculture:  Production  of  most  agricultural  crops  in 
recent  years  has  increased  from  the  low  level  of  1949/50. 
Although  agricultural  production  in  1952/53  was  8  per 
cent  above  that  of  1951/  52,  it  was  still  19  per  cent  below 
the  average  of  1936''37-1940/41.  However  the  output 
of  some  minor  crops,  such  as  sesame,  tobacco,  millet 
and  wheat,  has  been  larger  than  before  the  war.  The 
improved  security  conditions  in  1952  and  1953  enabled 
farmers  to  increase  the  acreage  under  crops  and  to 
improve  cultivation,  thus  increasing  yields;  yields  of 
paddy  per  hectare  in  1952/53  slightly  exceeded  the 
1934/35-1938/39  average. 

Government  measures,  including  repair  and  improve¬ 
ment  of  irrigation  works,  grant  of  cheap  credit  and  the 
offer  of  subsidies  for  bringing  untilled  land  into  cultiva¬ 
tion,  contributed  to  recovery  in  agriculture. 

The  government  established  the  State  Agricultural 
Bank  in  1952/53  with  a  paid-up  capital  of  K.50  million 
in  order  to  improve  farm  credit  facilities.  The  Agricul¬ 
tural  and  Water  Resources  Development  Corporation 
was  set  up  with  an  initial  grant  of  K.IO  million  to  plan 
and  co-ordinate  agricultural  and  rural  development;  the 
corporation  also  administers  the  government  subsidy 
scheme  of  K.IO  per  acre  for  paddy  land  and  K.15  per 
acre  for  groundnut  land  newly  brought  under  cultivation. 
These  subsidies,  which  in  1952/53  amounted  to  K.4.4 
million  for  paddy  land  and  K^k5  million  for  groundnut 
land,  provided  an  effective  incentive  to  farmers.  Paddy 
acreage  in  1952/53  rose  by  about  200,000  hectares,  but, 
at  about  4  million  hectares,  it  was  still  about  1  million 
hectares  less  than  the  pre-war  annual  average.  With  the 
increase  in  area  under  rice  output  increased  by  225,000 
tons  in  1952/53. 

The  serious  post-war  shortage  of  draught  cattle  had 
disappeared  by  1952  not  only  because  cattle  population 
increased,  but  also  because  cows  were  used  for  farm- 
work,  a  practice  unknown  before  the  war. 
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The  main  object  of  the  government’s  Five-Year 
Agricultural  Development  Programme,  to  restore  agricul¬ 
tural  output  to  the  pre-war  level  by  1956/  57,  is  to  be 
achieved  by  grant  of  subsidies  and  cheap  credit  and  by 
direct  investment.  In  1953/54,  out  of  a  total  investment 
programme  of  K.565  million  the  government  intends 
K.41  million  for  agriculture,  of  which  K.ll  million  are 
earmarked  for  irrigation.  In  addition  to  direct  govern¬ 
ment  investment,  agriculture  stands  to  benefit  by  the 
proposed  development  expenditure  on  power  projects,  on 
housing,  and  on  health  and  education. 

The  diversification  of  agriculture  is  another  aim  of 
the  Five-Year  Agricultural  Development  Programme,  and 
to  this  end  the  Coconut  Development  Project  provides 
that  2  million  coconut  palms  be  planted  during  the  next 
five  years,  300,000  of  which  will  be  planted  during  1954. 
Other  projects  worth  noting  are  the  proposed  increase 
by  200,000  acres  of  the  area  under  cotton  by  1956/57 
and  improvement  of  the  quality  of  cotton,  the  establish¬ 
ment  of  the  first  government  cotton  seed  farm  for  long 
staple  cotton,  and  the  scheme  for  the  expansion  of  jute 
production.  The  jute  project  envisaged  an  area  of  10,000 
acres  under  jute  by  1952/53  but  the  target  had  to  be 
reduced  to  4,200  acres,  owing  to  seed  shortage. 

Forestry:  In  pre-war  years,  forestry  production  includ¬ 
ing  saw-mill  operation  and  the  marketing  of  timber, 
formed  about  9  per  cent  of  gross  domestic  product,  and 
exports  of  forest  products  accounted  for  about  7  per  cent 
of  total  export  value.  Recovery  after  liberation  was 
satisfactory,  but  the  insurrection  disrupted  forest  opera¬ 
tions,  and  output  fell  (expressed  in  terms  of  constant 
1947/48  prices)  from  K.273  million  in  1947/48  to  K.202 
million  in  1948/49.  Recovery  of  production  during  the 
last  three  years,  especially  of  log  extraction,  has  been 
slow,  because  of  the  disturbances  in  the  forest  areas. 
Nevertheless  the  output  of  some  important  forest  products 
such  as  firewood,  bamboo,  cane,  thatch,  and  lac  was 
less  affected  by  internal  insecurity. 

Petroleum:  Crude  oil  and  petroleum  products  accounted 
for  21  per  cent  of  total  pre-war  export  value.  Not  only 
have  exports  ceased  but  the  post-war  output  has  fallen 
short  even  of  domestic  requirements,  and  imports  In 
1952^  accounted  for  about  50  per  cent  of  domestic  con¬ 
sumption.  The  rehabilitation  of  the  Syriam  refinery  near 
Rangoon  was  held  up  by  the  destruction  of  the  pipe-line, 
first  during  the  war,  and  again  by  the  insurgents.  The 
Burma  Oil  Company  has  therefore  erected  a  refinery  at 
Chauk,  near  the  oil-field,  which  in  1952  processed  about 
25  million  gallons  of  crude  oil.  A  second  refinery  at 
Chauk  is  nearly  completed,  and  will  increase  the  capacity 
of  the  oil  industry  to  over  60  million  gallons  of  crude 
oil  annually,  about  equal  to  domestic  requirements. 


1.  In  the  early  post-war  years  imports  accounted  for  a  much  larger 
proportion  of  domestic  requirements. 


In  1952/53  the  government  proposed  a  joint  venture 
with  the  oil  industry.  Negotiations  were,  however,  held 
up  pending  a  Supreme  Court  decision  regarding  the 
validity  of  the  proposed  procedure.  The  Supreme  Court’s 
ruling  has  been  favourable  and  negotiations  are  about 
to  be  resumed. 

Metal  ore:  Metal  ore  exports,  which  accounted  for 
12  per  cent  of  the  total  value  of  exports  before  the  war, 
fell  in  1951/52,  and  accounted  for  only  5.5  per  cent  of 
total  export  value.  The  repercussions  of  the  insurrection 
on  the  mining  industry  were  severe.  The  tin  and 
wolfram  mines  in  the  Mawchi^  area  are  still  in  the  hands 
of  the  insurgents,  but  military  action  begun  in  11953  to 
clear  the  area,  is  progressing  satisfactorily.  The  tin 
and  wolfram  mining  areas  in  Tennasserim  are  not  yet 
completely  free  of  insurgents.  On  the  other  hand,  the 
joint  effort  of  the  government  and  the  Burma  Corpora¬ 
tion  to  restore  the  Bawdwin  mines®  in  the  Northern 
Shan  States  is  proceeding  satisfactorily.  In  the  first 
quarter  of  1953,  the  extraction  of  ore  from  the  Bawdwin 
mine,  at  10,000  tons,  was  larger  than  the  combined  total 
of  the  two  preceding  quarters.  Production  in  1953  may 
be  expected  to  show  a  solid  improvement  generally. 

Transport  and  industry 

Transport:  Reconstruction  of  transport  facilities  was 
well  under  way  when  the  uprising  in  1948  caused  a 
reversal  of  the  trend.  The  volume  of  freight  carried  by 
the  railways  and  the  inland  waterways  declined  by  more 
than  half  in  1948/49.  In  the  following  years,  the  water¬ 
ways  recovered  more  rapidly  than  the  railways  as  they 
were  less  vulnerable  to  attack.  The  government  has 
made  strenuous  efforts  to  restore  transport  facilities. 
Capital  expenditure  of  the  Union  of  Burma  Airways, 
the  Burma  Railways  and  the  Inland  Water  Transport 
Board  amounted  to  K.41  million  in  1951/52  and  K.48 
million  in  1952/53^  provision  for  capital  expenditure  in 
1953/54  amounts  to  K.68  million.  The  bulk  of  the 
K.32  million  of  capital  expenditure  in  1952/53  by  the 
railways  was  for  fixed  equipment  such  as  bridges,  build¬ 
ings,  and  rails.  Progress  made  with  the  repair  and 
extension  of  tracks,  construction  and  repair  of  sheds  etc. 
was  satisfactory. 

Of  the  K.13  million  allocated  to  inland  water 
transport  for  capital  outlay  in  1952/53,  about  one  third 
was  earmarked  for  purchase  ’of  vessels  abroad.  The 
Union  of  Burma  Shipping  Board  was  established  in 
June  1952  to  operate  coastal  and  international  shipping 
for  the  government.  The  original  allocation  to  the  board 
of  K.9  million  in  the  1952/53  budget  for  the  purchase 
of  ships  was  increased  to  K.14  million  in  the  revised 
estimates.  Good  progress  has  been  made  in  1953  with 


2.  Pre-war  production  of  ore  concentrates  from  this  area  averaged 
more  than  6,000  tons  annually,  i.e.  about  a  third  of  the  total  pro¬ 
duction. 

3.  Before  the  war,  these  mines  were  responsible  for  the  total  Burmese 
production  of  copper,  lead  and  zinc  ores. 

4.  Revised  estimates. 
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the  repair  of  the  port  of  Rangoon;  according  to  the 
revised  estimates,  capital  expenditure  during  1952/53 
amounted  to  K.2.7  million. 

Industry:  Burma’s  few  industrial  establishments  were 
nearly  all  destroyed  during  the  war.  The  partial  rehabili¬ 
tation  of  the  rice,  timber  and  vegetable  oil  mills  in  the 
earlier  post-war  years,  and  the  fact  that  they  were  not 
much  affected  by  the  insurrection,  enabled  these  indus¬ 
tries  to  process  the  increased  output  of  agriculture  and 
forestry  in  1952  and  1953.  In  rice  milling,  effective 
capacity  has  been  increased  by  lengthening  the  rice 
milling  season;^  in  the  long  run,  however,  it  will  be 
necessary  to  extend  the  equipment  of  the  processing 
industries  to  keep  up  with  the  increasing  output  of 
agriculture  and  forestry. 

Complete  statistical  information  on  the  other  private 
industries  is  not  available,  but  there  are  indications  that 
some  progress  is  being  made  with  rehabilitation,  after 
the  havoc  wrought  by  the  insurrection.  Production  of 
sugar  increased  from  5,000  tons  in  1950/51  to  15,000 
tons  in  1951/52  and  output  in  1952/53  is  estimated  at 
18,000  tons.  The  cement  works  at  Thayetmyo  resumed 
work  in  September  1951  but,  with  the  increased  demand 
for  cement  from  the  building  industry,  larger  imports 
became  necessary  in  1952/53.  In  1952  the  match 
industry  maintained  its  production  at  about  the  1951 
level.  On  the  whole,  the  supply  of  matchwood  was 
satisfactory  although  insurgent  activities  kept  deliveries 
irregular.  Private  industrial  construction  in  1952/53 
included  a  tyre  re-capping  plant  and  a  sulphuric  acid 
plant. 

In  post-war  years,  the  government  had  many  plans 
for  erecting  factories,  some  dating  back  to  the  Two-Year 
Plan  of  Economic  Development  drawn  up  immediately 
after  independence  had  been  secured.  In  the  earlier 
years,  lack  of  finance  was  the  main  limiting  factor.  At 
present  it  is  lack  of  technical  staff  and  difficulties  in 
execution.  Considerable  funde  have  been  allocated  since 
1951/52  for  industrial  projects,  only  a  portion  of  which, 
however,  was  actually  spent  owing  to  mounting  delays 
in  execution,  in  which  lack  of  technical  staff  was  one 
factor.  The  only  government  factory  which  is  already 
operating  is  the  cotton  spinning  and  weaving  factory 
which  produced  2.0  million  pounds  of  cotton  yarn  in 
1952.  In  the  first  nine  months  of  1953,  production 
increased  to  an  annual  rate  of  3.4  million  pounds. 

A  brick  and  tile  factory  is  under  construction  and 
it  is  expected  that  a  contract  for  a  steel  rolling  mill  will 
be  signed  before  the  end  of  1953.  The  capacity  of  the 
rolling  mill  will  be  20,000  tons  per  year,  of  which  16,000 
tons  will  be  for  ingots  and  3,000  to  4,000  tons  for  re¬ 
rolled  products.  The  mill  is  not  expected  to  be  ready 


1.  Before  the  war,  most  of  the  rice  was  exported  between  January 
and  March  while  in  post-war  years,  owinc  mainly  to  the  establish¬ 
ment  of  the  State  Agricultural  Marketing  Board,  rice  export,  and 
therefore  milling  as  well,  are  spread  fairly  evenly  throughout  the 
year. 


for  operation  until  1956,  and  then  at  only  half  its  rated 
capacity.  A  project  for  the  erection  of  a  factory  to 
produce  15,000  tons  of  salt  a  year  has  not  progressed 
beyond  the  stage  of  location  surveys.  A  jute  project 
is  at  the  stage  of  testing  the  quality  of  jute  grown  in 
Burma.  It  is  proposed  to  erect  a  factory  to  produce 
about  6  million  bags  per  year,  requiring  about  6,000 
tons  of  jute.  The  paper  and  pulp  factory,  which  will 
produce  30  tons  of  paper  daily  for  domestic  consump¬ 
tion  and  70  tons  of  pulp  for  export,  is  to  be  established 
as  a  joint  venture  with  private  enterprise;  the  govern¬ 
ment  has  already  invited  applications  from  both  Burmese 
and  foreign  firms.  The  government  is  also  planning  a 
joint  venture  with  the  Burma  Cement  Company  for 
operation  of  the  cement  plant  at  Thayetmyo.  None  of 
the  other  projects  such  as  the  manufacture  of  rubber, 
fertilizers,  pharmaceuticals  and  electrical  appliances  is 
as  yet  beyond  the  planning  stage.  It  seems  very  likely 
therefore  that  the  1953  54  budget  allocation  for  the 
various  factories  will  again  not  be  spent  within  the  year. 

The  government  established  the  Industrial  Develop¬ 
ment  Corporation  in  1952/53  and  the  funds  allocated  for 
the  Corporation  have  been  raised  from  million 

in  1952/53  (revised  estimates)-  to  K.IO  million  in 
1953/Sl. 

EXTERNAL  TRADE  AND  PAYMENTS 

After  showing  deficits  in  the  early  post-war  years, 
the  balance  of  payments  has  shown  surpluses  since  1949, 
in  spite  of  lower  domestic  production  and  volume  of 
exports  than  before  the  war.  In  relation  to  pre-war, 
the  volume  of  exports  has  fallen  much  more  than  that 
of  imports;  in  1952,  exports  were  about  a  third  of  the 
pre-war  level  whereas  imports  were  about  two-thirds 
and  the  favourable  balance  of  payments  was  principally 
attributable  to  improvements  in  the  terms  of  trade.  The 
collapse  of  the  Korean  war  boom  merely  accentuated 
the  favourable  trend;  the  price  of  rice  continued 
to  rise  while  the  price  of  imports,  especially  of 
consumer  goods,  began  to  show  a  downward  trend. 
The  imposition  by  the  State  Agricultural  Marketing 
Board  (SAMB)  of  stable  internal  rice  prices  effectively 
neutralized  the  inflationary  impact  of  the  balance  of 
payments  surpluses.  The  widening  gap  between  the 
internal  and  external  prices  led  to  increased  profits  and 
to  accumulation  of  reserves  by  the  Board. 

The  pre-war  structure  of  Burma’s  balance  of  pay¬ 
ments  remained  basically  unchanged,  i.e.  there  was  a 
surplus  on  trade  account  more  than  sufficient  to  offset 
deficits  on  non-trade  items.  Both  import  payments  and 
export  receipts  showed  a  steady  rise  between  1950  and 
1952,  receipts,  however,  forging  ahead  at  a  faster  rate 
and  bringing  about  substantial  rises  in  the  balance  on 
trade  account.  Net  payments  for  services  fell  consider- 


2.  The  funds  allocated  in  the  1952/53  budeet  were  K.IO  million  but  in 
the  revised  estimates  were  reduced  to  K.2.5  million  owing  to  the 
delay  in  the  proper  functioning  of  the  corporation. 
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ably  in  1951  but  by  1952  they  had  nearly  regained  the 
1950  level.  The  surplus  on  account  of  goods  and  services 
(including  non-monetary  gold)  rose  from  K.116  million 
to  K.292  million  and  K.281  million  in  1951  and  1952 
respectively.  The  payments  position  during  the  first 
half  of  1953  showed  further  improvement  and  the 
balance  on  account  of  goods  and  services  (including  non¬ 
monetary  gold),  at  K.302  million,  exceeded  the  surplus 
for  the  whole  year  of  1952  by  a  considerable  margin. 
The  rate  of  exports  was  slightly  above  the  1952  level, 
both  in  volume  and  value;  the  large  surplus  in  payments 
on  trade  account,  however,  may  also  reflect  delayed 
receipts  in  respect  of  the  exceptionally  high  value  of 
exports  recorded  in  customs  returns  during  the  latter 
half  of  1952.  It  is  doubtful  that  the  balance  of  payments 
on  account  of  goods  and  services  during  the  second  half 
of  1953  will  turn  out  to  be  as  favourable  as  during  the 
first  half,  because  the  price  of  rice  was  tending  to  sag 
and  payments  for  imports  were  tending  to  rise.  Even 
in  the  third  quarter  there  was  a  deficit  in  the  balance 
of  payments  of  K.lOO  million. 

Chart  9 

BURMA:  VALUE  OF  IMPORTS  AND  EXPORTS 


Exports 

The  contribution  of  rice  to  Burma’s  export  income, 
which  was  a  little  above  40  per  cent  before  the  war, 
rose  in  post-war  years  to  75-80  per  cent.  The  rise  \n 
export  receipts  between  1950  and  1952  was  principally 
attributable  to  rising  rice  prices  in  export  markets  and 
to  a  lesser  extent  to  increased  volume  of  exports.  During 
the  first  nine  months  of  1953  the  tonnage  of  rice  exports 
was  about  10  per  cent  below  the  level  prevailing  during 
the  corresponding  period  in  1952.  The  government-to- 
government  price  of  rice  during  the  first  half  of  1953 
was  £60  per  ton,  about  £10  higher  than  during  the  first 
10  months  of  1952.^  The  private  tender  price  of  rice, 
on  the  other  hand,  which  had  risen  from  £70-80  per  ton 
during  the  first  half  of  1952  to  the  peak  figure  of  £100 
during  the  second  half  of  the  year,  fell  back  to  about 
£75  per  ton  in  the  first  half  of  1953.  No  reduction 
in  the  official  price  of  rice  has  been  announced  for  1953, 
but  Burma  has  undertaken  to  supply  a  minimum  of 
200,000  tons  of  rice  to  Ceylon  in  1954  at  £50  per  ton, 

1.  The  government-to-government  price  of  rice  was  raised  from  £60 
to  £55  for  the  last  two  months  of  1952. 


and  has  agreed  to  supply  up  to  600,000  tons^  if  required.  ' 
In  the  agreement  signed  with  Japan  towards  the  end 
of  1953  for  the  supply  of  300,000  tons  of  rice  in  1954 
and  200,000  to  300,000  tons  in  the  3  subsequent  years, 
the  price  of  rice  for  1954  was  also  fixed  at  £50  per  ton. 

The  government,  realizing  the  turn  of  the  rice 
market,  sent  trade  missions  to  countries  in  Asia,  Europe, 
Africa  and  South  America  in  the  first  half  of  1953,  to 
explore  possibilities  of  expanding  trade  especially  in  rice.  | 
Rice  exports  in  the  first  10  months  of  1953  were  850,000 
tons,  and  this  was  10  per  cent  below  the  level  in  the 
same  period  of  the  previous  year  mainly  because  foreign 
buyers  were  increasingly  unwilling  to  pay  the  prices 
asked.  Rice  stocks  in  Burma  towards  the  end  of  1953 
were  larger  than  in  previous  year,  not  only  because  of 
reduced  exports,  but  also  because  output  in  1952/53  i 
was  225,000  tons  higher  than  in  1951/52.  Domestic 
consumption  hardly  increased. 

Exports  other  than  rice  are  still  at  very  low  levels 
compared  to  pre-war;  not  only  have  the  exports  of 
petroleum  not  recovered,  but  Burma  has  been  compelled  I 
to  import  petroleum,  valued  at  about  K.31  million  in 
1951/52  and  1952/53  or  about  4  per  cent  of  total 
imports. 

Imports 

After  the  outbreak  of  the  Korean  war  the  Burmese  i 
Government  progressively  relaxed  import  controls  and 
allowed  the  free  import  of  almost  all  essential  goods 
such  as  textiles,  cooking  oils,  building  materials,  paper, 
motor  spare  parts  and  various  capital  goods.  By  the 
middle  of  1951,  the  items  which  could  be  imported  freely 
covered  about  42  per  cent  of  the  value  of  total  imports; 
the  relaxation  aimed  at  ensuring  the  supply  of  goods 
which  were  becoming  scarce  in  world  markets,  and  also  ' 
at  lowering  the  cost  of  living.  Pent-up  demand  caused 
imports  in  1951  and  1952  to  expand  rapidly  and  the 
value  of  imports  under  open  general  licence  increased 
to  more  than  half  of  total  imports  in  1952.  In  textiles, 
however,  a  saturation  point  was  reached  and  textile 
imports  dropped  steeply  in  1951/52;  the  very  large 
imports  of  textiles  were  again  picking  up  and  the  total 
value  of  imports  under  open  general  licence  accounted  for 
about  two-thirds  of  imports  in  the  first  half  of  1953. 

In  the  second  half  of  1953  imports  are  likely  to  be 
larger  than  in  the  first  half,  partly  owing  to  the  expected 
delivery  of  a  considerable  volume  of  capital  goods  on 
order  for  the  government®  partly  owing  to  increased 
commercial  orders  in  response  to  rising  incomes,  and 
to  the  speculative  buying  in  anticipation  of  the  increased 

2.  This  is  part  of  the  four-year  trade  airreement  between  Burma  and 
Ceylon  signed  in  1953.  fixing  prices  of  rice  for  the  next  four  years 
at  £60,  £48.  £46  and  £44  per  ton  respectively.  Burma  agreed 
ot  sell,  and  Ceylon  undertook  to  buy,  a  minimum  of  200,000  tons 
per  year  and  Ceylon  may  buy  up  to  a  maximum  of  600,000  tons, 
subject  to  notice  by  15  November  of  the  preceding  year. 

3.  The  Burmese  Purchasing  Mission  alone,  which  went  to  the  United 
Kingdom  in  the  middle  of  1953,  placed  orders  for  £2  million  of 
equipment. 
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tariff  charges  in  October  1953;  letters  of  credit  opened 
with  banks  in  Rangoon  increased  by  38  per  cent  between 
the  first  and  second  quarters  of  1953, 

Son-trade  items 

An  important  change  taking  place  in  non-trade 
items  in  recent  years  is  the  sharp  decline  in  remittances 
since  1951.  This  is  due  partly  to  the  repatriation  of 
about  60,000  Indians  in  1949  and  1950,  hut  mainly  to 
the  tightening  of  exchange  controls  and  the  prevention 
of  abuses  of  certain  regulations.  In  the  middle  of  1950 
the  Exchange  Control  Department  cancelled  its  agreement 
with  the  Government  of  India  relating  to  the  exchange 
of  Burmese  notes  into  Indian  currency  at  the  Reserve 
Ba.ik  of  India  and  at  Indian  border  government  trea¬ 
suries.  The  new  arrnagements  provide  for  the  exchange 
of  Burmese  rupees  for  Indian  rupees  in  Burma  to 
genuine  travellers,  up  to  a  total  of  Rs.lOO  per  person. 
Imports  of  non-monetary  gold  also  declined  in  the  last 
two  years.  In  1950  the  exchange  control  had  allowed 
the  import  of  70,000  ounces  of  gold,  whereas  at  present 
permitted  gold  imports  are  negligible. 

ECA  grants  in  1951  and  1952  amounted  to  K.22 
million  and  K.35  million  respectively,  but  Burma  has 
sought  to  terminate  ECA  aid  with  effect  from  July  1953. 
In  order  to  prevent  abrupt  cessation  of  the  programme 
supported  by  these  grants,  it  has  been  agreed  that  ECA 
will  continue  to  finance,  until  completion,  certain  projects 
under  way,  while  for  others  the  government  of  Burma 
will  provide  funds.^ 

The  income  payments  to  non-residents  have  declined 
because  many  profitable  activities  such  as  the  rice  trade 
and  timber  industry  have  been  taken  over  by  the  govern¬ 
ment,  because  in  fields  such  as  mining  and  the  petroleum 
industry,  where  private  foreign  enterprises  are  still 
operating,  re-investment  for  rehabilitation  has  reduced 
the  transfer  of  profits  earned,  and  because  the  level 
of  profit  is  smaller  than  before  the  war  owing  to 
disturbances. 

Balance  of  payments  surplus 

The  increase  in  the  value  of  exports  noted  above 
has  not  led  to  any  inflationary  pressure  in  Burma, 
because  the  bulk  of  the  rise  has  been  derived  from  rice 
exports  and  the  domestic  price  has  been  isolated  from 
the  rising  export  prices  by  the  State  Agricultural  Market¬ 
ing  Board,2  which  has  kept  its  buying  price  of  paddy  at 
K.138  per  ton  since  1948.  On  the  other  hand,  the 
SAME  has  sold  at  considerably  higher  prices  both  on 
government-to-government  account  and  to  the  private 
trade  (for  export)  through  the  tender  system. 

1.  The  projects  to  be  continued  include  a  modern  rice  mill,  a  pre¬ 
fabricated  buildinK  for  rice  storage,  equipment  and  supplies  for 
the  Burma  Railways,  a  modern  printing  plant,  assistance  by  the 
Massachusetts  Institute  of  Tcchnoloey  (United  States)  to  the 
EnKineerinjt  Collette  in  Uansoon,  etc. 

2.  Althouf-h  private  exports  are  allowed,  the  exporters  have  to  buy  on 
tender  from  the  SAMH  and  cannot  buy  direct  from  the  farmers 
or  millers. 


It  is  estimated*  that  profits  of  the  S.AMB  have 
increased  sharply  since  1950  51.  Profits  of  the  SAMB 
in  195U52  amounted  to  12  per  cent  of  the  gross 
domestic  product  and  about  50  per  cent  of  the  value 
of  exports.  In  1952  53  the  profits  have  increased  still 
further  and  amounted  to  16  per  cent  of  gross  domestic 
product. 

PUBLIC  FINANCE 

After  having  budget  deficits  in  the  early  post-war 
years,  Burma  had  surpluses'  between  1948  49  and 
1950  51.  In  later  years  the  revised  estimates  showed 
small  deficit,  but  according  to  preliminary  figures 
published  by  the  Union  Bank  of  Burma,  there  was  a 
small  surplus  in  1951  52  and  in  1952^53  as  well  (actual 
results  of  the  first  10  months  of  1952  53). 

In  1948/49  and  1949,  50  the  surpluses  were  largely 
due  to  strict  government  economy;  in  1950  51  rice  prices 
and  the  profits  of  the  SA.MB  rose  sharply  and  continued 
at  a  high  level  until  late  in  1953.  Meanwhile,  national 
income  was  also  expanding  and  import  controls  were 
relaxed,  so  that  sources  of  revenue  other  than  the  SAMB 
gave  better  yields.  Government  spending  at  first  lagged 
behind  revenue  in  spite  of  the  intentions  of  the  govern¬ 
ment  expressed  in  successive  budgets  (see  table  9), 
but  later  began  to  catch  up  with  revenue.  Defence  and 
investment  expenditures  accounted  for  the  main  part  of 
the  expansion. 

The  budget  for  1953/54  foresees  a  substantial  deficit, 
but  it  is  doubtful  whether  this  will  be  realized.  In  the 
past,  revenues  have  been  consistently  under-estimated  and 
expenditures  over-estimated. 

Revenue 

The  main  source  of  revenue  since  the  end  of  the 
war  has  been  the  contribution  of  the  SAMB  to  the 
budget.  In  1948/49,  the  rehabilitation  contribution  of 
the  SAMB  to  the  government  accounted  for  40  per  cent 
of  government  revenues.  Between  1949,  50  and  1951/  52 
the  relative  importance  of  rehabilitation  contributions 
declined  to  about  33  per  cent  owing  to  increase  of  tax 
revenues.  In  1952/53  (revised  estimates)  and  in 
1953/54  (draft  estimates),  however,  the  profits  of  the 
SAMB  are  expected  to  increase  in  importance  to  about 
45  per  cent  of  total  government  revenue. 

The  profits  of  the  SAMB  increased  even  more  swiftly 
than  the  export  price  of  rice,  because  the  price  to 
growers  has  been  kept  unchanged  since  1948 — although 
the  growers  have  benefited  by  their  own  increased  pro¬ 
duction  and  by  various  subsidy  measures  adopted  by  the 
government.  The  yield  of  land  taxes,  which  is  in  any 
case  small,  has  increased  only  because  land  has  been 
newly  brought  under  cultivation. 


3.  By  the  ECAFE  Becretariat. 

4.  Including  foreign  receipts  and  foreign  expenditure. 
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TABLE  9 


BURMA:  GOVERNMENT  FINANCE 

Million  kyats 


1 

Expenditure 

Revenue 

Balance 

1950/51 

A. 

Estimates  . 

572.6 

467.3 

—105.3 

B. 

Accounts  . 

517.8 

552.6 

34.8 

C. 

Diiierence  (B-A) 

—  54.8 

85.3 

140.1 

1951/52 

A. 

Estimates  . 

809.9 

580.0 

—229.9 

B. 

Revised  estimates 

773.5 

629.0 

—144.5 

C. 

Diiierence  (B-A) 

—  36.4  ; 

49.0 

85.4 

1952/53 

A. 

Estimates  . 

1,097.3 

785.9 

—311.4 

B. 

Revised  estimates 

997.2 

794.0 

—203.2 

C. 

Diiierence  (B-A) 

—100.1 

8.1 

108.2 

1953/54 

A. 

Estimates  . 

1,261.2 

876.9 

—384.3 

Bourse :  United  Nations  Fiscal  Division. 


In  recent  years  tax  rates  have  remained  substantially 
unchanged,*  hut  their  yield  ha?  expanded  rapidly  as 
national  income-  has  grown,  tax  collection  improved  with 
the  restoration  of  order,  and  import  increased  on  the 
relaxation  of  import  controls  since  1950/51.  Thus  about 
65  per  cent  of  the  increase  in  tax  revenue  excluding 
contributions  from  the  SAMB  in  1950  51  was  due  to 
the  increase  in  import  duty  collection.  Total  tax  revenue, 
including  rehabilitation  contributions  from  the  SAMB, 
now  takes  a  larger  share  of  gross  national  product;  it 
amounted  to  about  12.5  per  cent  of  gross  national  pro¬ 
duct  in  1948/49,  whereas  it  reached  17  per  cent  in 
1952/53  (revised  estimates). 

Expenditure 

Expenditure  has  also  increased  significantly  since 
1950/51  owing  to  increases  in  defence  outlay®  and  to 
larger  investments.  The  increase  in  defence  expenditure 
in  1952/53  accounted  for  about  45  per  cent,  and  the 
increase  in  investment  for  about  20  per  cent,  of  the 
increase  in  total  expenditure.  In  1953/54  a  large  share 
of  the  increases  in  expenditure  is  again  earmarked  for 
defence,  investment,  and  loans  and  advances. 

It  is  worth  noting  that  while  the  share  of  defence 
outlays  in  total  expenditure  has  been  increasing,  part  of 
defence  expenditure  may  be  regarded  as  economic  expen¬ 
diture.  In  the  worst  days  of  the  uprising,  substantial 
exports  of  rice  were  possible  because  of  military  escorts 
provided  for  the  transport  of  rice  from  up-country  to 
Rangoon.  However,  as  peace  and  order  are  being 

1.  Exception  to  this  are  the  sales  and  commercial  taxes  introduced  in 
1949/50  but  these  have  not  been  important  when  compared  with 
total  revenues. 

2.  National  income  at  constant  prices  has  also  increased  rapidly 
causinz  domestic  prices  to  fall  since  1949/60  (see  supra,  section  on 
"External  Trade  and  Payments"  and  infra,  section  on  "Capital 
Formation" ) . 

3.  Defence  outlays  increased  from  25  per  cent  of  total  expenditure  in 
1948/49  to  31  per  cent  in  1952/53. 


restored,  the  pruning  of  defence  expenditures  in  order 
to  speed  up  development  will  become  a  matter  of  increas¬ 
ing  importance. 

CAPITAL  FORMATION 

Even  in  1952  53  gross  domestic  output  had  onlv 
reached  81  per  cent  of  the  pre-war  level,  although  it  had 
been  increasing  during  the  previous  four  years.  Never¬ 
theless  Burma  has  financed  a  domestic  investment  larger 
in  relation  to  output  than  before  the  war  without  anv 
inflationary  pressure  and  has  also  managed  to  accumulate 
balances  abroad.  Thus,  with  the  exception  of  the  worst 
periods  of  insurgency,  the  government  has  channelled 
large  portions  of  its  total  expenditure  in  post-war  years 
into  investment,  thus  making  government  investment, 
which  in  1952/53  was  about  equal  to  private  investment, 
more  important  in  total  investment  than  before  the  war. 
A  large  part  of  government  investment  takes  the  form  of 
social  and  economic  capital,  such  as  education  and  trans¬ 
port  facilities.  The  government,  however,  has  also  in¬ 
vested  directly  in  agriculture  and  industry  and  has 
encouraged  private  investment  in  these  fields. 

Increased  investment  expenditure  led  to  a  rise  in 
domestic  output  between  1949/50  and  1952/53  from  60 
per  cent  to  81  per  cent  of  pre-war  output.  Gross 
national  expenditure  increased  by  47  per  cent  from 
K. 3,160  million  in  1949/50  to  K.4,650  million  in 
1952/53,  but  as  prices  have  been  falling,  it  may  be 
suggested  that  expenditure  has  not  increased  rapidly 
enough  to  absorb  unemployed  resources  of  labour  and 
land.  For  example,  the  State  Board  (mainly  the 
SAMB)  were  able  both  to  purchase  government  securities 
and  to  increase  their  deposits  with  the  Union  Bank  of 
Burma  from  K.58  million  in  September  1949  to  K.428 
million  in  September  1952. 
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Chart  10 

INDEX  NUMBERS  OF  PER  CAPITA 
PRODUCTION  AND  CONSUMPTION 
•  100 
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In  the  first  years  after  the  liberation  private  con¬ 
sumption  constituted  a  higher  proportion  of  gross 
national  expenditure  than  before  the  war.  Between 
1949/50  and  1952/53,  the  increases  in  production  out¬ 
stripped  consumption;  while  per  capita  consumption, 
measured  at  constant  prices,  rose  by  15  per  cent  from 
66  to  76  per  cent  of  pre-war,  per  capita  gross  output 
rose  by  27  per  cent  from  55  to  70  per  cent  of  pre-war, 
and  by  1952/53  the  proportion  of  consumer  expenditure 
in  gross  national  expenditure  was  reduced  to  the  pre-war 
level.^ 

Chart  11 
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1.  Gross  private  savings  increased  from  3.3  per  cent  of  gross  dispos¬ 
able  income  in  1947  '48  to  15.9  per  cent  in  1951/53;  they  were  still 
below  pre-war  figure  of  24.1  cent. 


The  restraint  on  the  growth  of  private  disposable 
income  and  the  relative  fall  in  private  consumer  expendi¬ 
ture  were  due  largely  to  government  policies  regarding 
the  price  of  rice.  Other  disinflationary  forces  contribut¬ 
ing  to  the  downward  trend  of  prices  since  1949/50 
include  the  restoration  of  law  and  order,  which  has 
enabled  production  to  increase,  and  goods  and  services 
to  be  exchanged  more  freely,  and  the  fall  in  import 
prices  following  the  collapse  of  the  Korean  war  boom. 

The  official  target  for  gross  domestic  capital  forma¬ 
tion  in  1953/54  amounts  to  nearly  K.1,100  million,  as 
compared  with  the  estimate  of  K.835  million  for  gross 
investment  in  1952/53.  Public  investments  planned  for 
1953/54,  at  K.565  million,  include,  in  addition  to  invest¬ 
ments  provided  for  in  the  Central  Government  budget, 
investments  of  the  State  Boards,  State  governments  and 
local  authorities.  Future  economic  trends  will  depend 
largely  on  whether  the  large  increase  in  the  investment 
programme  will  be  realized,  and  if  so,  whether  increased 
activity  will  generate  inflationary  pressure. 

Progress  made  with  pacification  of  the  country  and 
the  completion  of  detailed  plans  for  a  large  number  of 
projects  should  facilitate  the  execution  of  the  ambitious 
investment  programmes  for  1953/54.  There  is,  however, 
some  doubt  as  to  whether  the  target  set  by  the  govern¬ 
ment  will  be  actually  reached.  Since  there  are  still 
unemployed  resources,-  no  inflationary  pressure  need  be 
anticipated  during  1953/  54®  unless  of  course  private  dis¬ 
posable  incomes  are  allowed  to  expand  rapidly — which  is 
unlikely  so  long  as  the  State  control  of  the  internal  price 
of  rice  is  maintained. 

The  pressure  of  the  investment  programme  on  the 
economy  need  not,  however,  lead  to  inflation  even  if 
domestic  production  cannot  be  expanded  rapidly  enough 
to  meet  the  target.  The  government  is  in  a  position  to 
reduce  the  rate  at  which  its  balances  abroad  are 
growing,^  and  if  necessary  may  draw  on  the  substantial 
reserves  already  accumulated  abroad. 

CONCLUSION 

The  high  and  rising  level  of  the  export  price  of 
rice  has  dominated  the  economic  position  of  Burma 
since  1949,  with  the  quantity  exported  maintained  at 
around  one  million  tons  in  spite  of  insurgency. 

Nevertheless,  government  expenditures  may  well 
show  a  tendency  to  expand  as  development  plans 
now  formulated  get  under  way,  while  the  fall  in  the 
price  of  rice  foreshadowed  by  events  in  1953  will  reduce 
the  earnings  of  the  SAME,  and  thereby  the  revenues  of 
the  government.  In  such  circumstances  the  expansion  of 
production  will  assume  a  new  urgency. 

2.  The  two  major  compenents  of  unemployed  resources  available  for 
195;i/54  are  labour  and  cultivable  land  (mainly  for  rice)  which  was 
used  before  the  war  and  which  can  be  brought  into  production 
again. 

3.  There  may,  of  course,  be  temporary  and  sectional  increases  in 
prices  as  certain  development  projects  are  implemented.  In  1952/53 
the  implementation  of  the  housing  project  by  government  caused 
tbe  price  of  cement,  brick  and  sand  to  double  within  a  few 
months.  The  government  has,  however,  solved  this  bottle-neck  by 
importing  more  cement,  and  also  organizing  the  domestic  supply  of 
these  materials  by  private  trade. 

4.  The  planned  figure  of  K.200  million  in  1953'54  is  in  any  case 
probably  optimistic,  judging  from  the  trend  of  rice  prices  in  the 
middle  of  1953. 


Chapter  6. 

CAMBODIA,  LAOS  AND  VIET-NAM' 


INTRODUCTION 

Recovery  in  Cambolia,  Laos  and  Viet-Nam  has  been 
hampered  by  the  civil  war  which  has  been  waged  over 
the  last  seven  years.  Most  of  the  available  resources 
have  been  drained  away  in  military  expenditure,  leaving 
little  for  national  reconstruction.  Price  rises  due  to 
inflationary  conditions  have  been  accelerated  by  the 
devaluation  of  the  piastre  from  17  to  10  francs,  and 
communications  are  not  reliable  enough  to  permit  regular 
and  efficient  inland  distribution  of  food  supplies  and 
consumer  goods  to  areas  of  scarcity.  Improvements  in 
agricultural  and  industrial  activities  are  however  visible 
in  areas  of  continued  security  and  plans  have  been  drawn 
up  for  further  development  with  internal  and  external 
assistance. 

Output  of  rubber,  cement  and  electricity  has 
reached  or  exceeded  the  pre-war  level,  but  production 
of  rice,  while  slowly  recovering,  is  still  far  below  it. 

The  export  trade  in  rice  has  made  but  a  partial 
recovery  in  spite  of  the  seller's  market  that  prevailed 
until  the  beginning  of  1953.  With  low  rice  exports  and 
heavy  imports  due  to  the  high  level  of  military  expendi¬ 
ture,  large  trade  deficits  are  developing  and  the  commit¬ 
ments  of  France  are  becoming  heavier  despite  the  efforts 
made  by  the  States  to  shoulder  an  increasing  share  of  the 
burden.  Contributions  from  France  to  national  and 
regional  budgets  finance  a  substantial  part  of  military 
expenditure  in  Cambodia  and  Viet-Nam,  while  Laos  is 
entirely  dependent  on  external  assistance  in  meeting  the 


1.  The  three  States  are  treated  together  because  of  their  close  econo¬ 
mic  relationship.  Since  they  form  a  Customs  Union  and  have  a 
common  Cun*ency  Board,  many  of  the  most  important  economic 
data  are  not  available  for  the  three  States  separately. 


cost  of  security  and  rehabilitation.  United  States  aid 
both  in  the  form  of  over-all  assistance  to  France  and 
economic  assistance  in  the  three  states  is  playing  an 
important  role  in  stabilizing  to  some  extent  the  economic 
conditions  of  these  countries. 

PRODUCTION 
Agricultural  production 

Rice:  The  1952  paddy  crop  is  estimated  at  4.8  million 
tons,  an  increase  of  0.3  million  tons  over  the  previous 
year,  but  well  below  the  pre-war  crop  of  6.5  million 
tons.  Improved  security  conditions  have  premitted  a 
gradual  increase  of  the  planted  area,  which  rose  from 
4.7  million  hectares  in  1950  to  5.1  million  hectares  in 
1952;  in  1953  the  planted  area  is  understood  to  have 
increased  further.  The  impact  of  the  war  has  fallen 
heavily  on  the  most  productive  areas  of  North  and 
South  Viet-Nam;  elsewhere  output  is  apparently  above 
the  pre-war  level. 

Measures  of  improvement  have  lagged  during  the 
war  and  post-war  years;  in  Viet-Nam  there  are  now 
only  27  seed  farms  whereas  there  were  902  before  the 
war.  The  amount  of  seed  of  improved  quality  distributed 
to  farmers  in  1950  was  only  one  tenth  of  one  per  cent 
of  the  total  amount  of  seed  used.  .Mtliough  10.200  tons 
of  inorganic  fertilizers  were  used  in  1952.  compared 
with  7,800  tons  in  1950,  the  yield  of  milled  rice  per 
hectare  is  still  low— only  0.7  ton-  compared  with  1.0 
ton  in  Burma  and  Thailand  and  3.4  tons  in  Japan. 


2.  Average  figure  for  the  three  States. 


TABLE  10 


CAMBODIA,  LAOS  AND  VIET  NAM:  PADDY  PRODUCTION 

Thousand  tons 


1934-38 

1942 

1951 

1952 

Cambodia . 

838 

1,440 

1,410 

Laos  . 

386 

502 

500 

Viet-Nam . 

6,127 

2,564 

2,850 

Total . 

6.500 

7,351 

'  4,506 

4.760 

Source:  FAO. 
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In  Viet-Nam  military  expenditures  permit  less  than 
one  per  cent  of  the  budget  to  be  devoted  to  agricultural 
development,  though  needs  are  met  in  part  by  con¬ 
tributions  of  equipment,  seeds  and  fertilizers  from  the 
United  States.  The  government  expects  to  raise  rice 
output  from  2.9  million  tons  in  1952  to  4  million  tons 
in  1956,  though  this  will  still  be  far  short  of  pre-war 
output.  The  greatest  effort  is  to  be  directed  towards 
bringing  abandoned  land  back  into  cultivation;  between 
1951  and  1953  about  25,000  hectares  have  been 
reco\ered.  Small-scale  irrigation  and  drainage  projects 
will  improve  about  60,000  hectares  in  the  next  two  or 
three  years,  and  other  schemes  under  consideration  would 
add  about  25,000  hectares  to  the  irrigated  area. 

In  Cambodia,  where  only  part  of  the  area  available 
for  rice  cultivation,  is  at  present  utilized,  a  development 
programme  has  been  drawn  up  to  double  the  annual  rice 
output  over  an  area  of  76,000  hectares.  The  programme 
has  been  started  during  1952/53,  partly  with  United 
States  aid;  a  further  $2  million  will  be  needed  to 
complete  it. 

In  Laos  the  bulk  of  the  rice  production,  which 
amounts  to  approximately  half  a  million  tons,  is  con¬ 
sumed  locally.  A  five-year  development  plan  is  afoot  to 
improve  methods  of  production,  quality  of  seeds,  irriga¬ 
tion  facilities  etc.  An  experimental  rice  station  is  to  be 
set  up  in  1954  and  will  demonstrate  the  use  of  machinery 
in  agriculture. 

Rubber:  Rubber  production  in  Cambodia  and  Viet- 
Nam  reached  the  pre-war  level  of  60,000  tons  in  1952. 
The  share  of  rubber  in  export  earnings  rose  from  about 
15  per  cent  in  pre-war  years  to  about  35  per  cent  in  the 
post-war  period;  in  1952  and  1953  export  earnings  from 
rubber  were  higher  than  from  rice.  It  is  understood 
that  new  high-yield  rubber  plantations  of  Cambodia  will 
be  ready  for  tapping  in  a  year  or  two,  thereby  increasing 
the  exportable  surplus  of  this  crop.  It  is  hoped  that 
rubber  output  will  reach  70,000  tons  in  1953. 

Fish:  Production  of  fresh  water  fish  ranks  next  to  the 
production  of  rice  and  rubber  in  the  economy.  The 
annual  catch  is  of  the  order  of  410,000  tons,  the  Great 
Lake  of  Cambodia  accounting  for  250,000  tons.  The 
flooded  rice  fields  are  another  important  potential 
resource  for  fish  raising:  in  the  Tonkin  Delta  (North 
Viet-Nam)  alone  it  has  been  estimated  that  50,000  tons 
might  be  obtained  from  rice  fields.  Fishing  regulations 
are  difficult  to  enforce  under  present  conditions  and  it 
is  feared  that  stocks  in  the  Great  Lake  are  steadily  being 
depleted  by  clandestine  over-fishing.  The  reclamation 
of  land  for  grain  production  may  also  affect  the  fisheries 
in  certain  areas  of  Cambodia:  the  gain  in  food  output 
may  be  small,  and  it  has  not  yet  been  ascertained  to 
what  extent  the  increase  in  grain  production  from 
reclaimed  land  will  be  offset  by  declines  in  fish  output 
in  the  flooded  forest  area.  Fish  production  in  the  lower 


reaches  of  the  Red  River  in  Viet-Nam  has  been  almost 
halved  in  the  last  thirty  years  by  overfishing  and  exten¬ 
sion  of  cultivation. 

Agricultural  policy 

In  Viet-Nam  a  new  decree  protecting  peasant 
interests  was  issued  by  the  Chief  of  the  State  Bao  Dai 
during  the  current  year.  According  to  this  decree 
peasants  who  till  land  abandoned  by  war  refugees  cannot 
arbitrarily  be  evicted  upon  the  latter’s  return,  and  rents 
are  fixed  at  15  per  cent  of.  the  product  of  the  land, 
while  no  taxes  are  imposed  on  tenants.  A  major  problem 
is  that  of  middlemen’s  profits  derived  from  the  supply  of 
credit,  which  are  estimated  to  absorb  as  much  as  3/4 
of  the  price  of  rice  to  the  consumer,  and  thus  to  cut 
deeply  into  the  income  of  the  farmers.  The  rate  of 
interest  charged  by  land  banks  has  been  reduced  to  8 
per  cent,  and  the  government  has  set  up  a  pilot  project 
in  a  controlled  area  to  explore  the  possibility  of  supplying 
credit  in  cash  and  in  kind  to  cover  both  cultivation  and 
harvest  expenses. 

Industrial  production 

Industrial  production  in  Cambodia  and  Viet-Nam, 
particularly  of  coal,  electricity,  cement  and  gas,  has 
increased  during  the  last  three  years.  The  value  of 
capital  goods  imports  was  S29  million  in  1950,  while  in 
1951  their  value,  at  1950  prices,  was  $48  million.  Other 
equipment,  such  as  locomotives,  procured  primarily  for 
military  programmes,  also  makes  a  contribution  to  the 
rehabilitation  of  the  civilian  economy. 

In  Viet-Nam,  while  the  introduction  of  new  mining 
machinery  and  improvements  in  transport  have  increased 
coal  production  from  638.000  tons  in  1951  to  858.000 
tons  in  19.52,  this  is  still  far  below  the  pre-war  level  of 
2.3  million  tons.  There  are  twelve  mines  producing  coal 
but  nearly  95  per  cent  of  the  output  is  raised  in  one 
large  mine  which  operates  with  foreign  capital  and 
employs  about  11,000  workers.  With  the  installation  of 
new  generators,  electricity  production  in  Viet-Nam  has 
increased  from  180  million  kwh.  in  1950  to  250  million 
kwh.  in  1952,  far  exceeding  the  pre-war  production  of 
100  million  kwh.  The  output  of  cement  in  Viet-Nam 
has  also  exceeded  the  pre-war  level  during  1953,  although 
it  is  still  incapable  of  meeting  fully  the  demand  generated 
by  the  increase  in  building  activity  for  civil  and  defence 
needs. 

Construction 

Public  construction  activity  in  the  three  States, 
aided  by  United  States  economic  assistance,  includes  the 
following:  the  repair  and  relaying  of  strategic  highways 
and  bridges  during  1951-52,  costing  $5  million  for 
imported  material  and  equipment  and  Pr.55  million  for 
local  expenses;  the  dredging  of  harbour  areas  in  Saigon 
and  construction  of  additional  warehouses  and  a  wharf 
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in  Saigon;  the  construction  of  railways  of  particular 
importance  in  Laos  as  riverways  and  roadways  are 
inadequate  and  insecure;  the  building  or  improvement 
of  a  network  of  airports  and  runways.  A  number  of 
hospitals  and  schools  have  also  been  built. 

The  influx  of  refugees  to  the  cities  from  areas 
exposed  to  guerilla  activity  has  increased  the  housing 
problem,  and  an  extensive  emergency  low-cost  housing 
programme  is  underway  in  Viet-Nam,  with  various  forms 
of  State  and  external  assistance  amounting  to  Pr.50 
million.  Small  loans  to  owners  for  repair  of  damaged 
buildings  granted  by  the  newly  created  National  Office 
of  Reconstruction  aggregate  nearly  Pr.lO  million  in 
North  Viet-Nam.  The  effort  of  reconstruction  can  be 
gauged  from  the  index  of  building  activity  which,  during 
1953  (January-July),  stood  at  161  for  the  Saigon  area 
as  compared  with  100  in  1949,  and  96  in  the  correspond¬ 
ing  period  of  1952.  In  Haiphong  and  Tourane,  building 
activity  during  1952  (January-July)  was  double  that  in 
1951;  in  1953,  building  decreased  by  25  per  cent  in 
Haiphong  but  increased  by  20  per  cent  in  Tourane. 

EXTERNAL  TRADE 

Cambodia,  Laos  and  Viet-Nam  form  a  Customs 
Union,  and  the  proportions  of  customs  revenue  going  to 
the  States  are  22,  7  and  71  per  eent  respectively.  Laos 
has  no  outlet  of  its  own  to  the  sea  for  its  export 
products — coffee,  tobacco,  spices,  lac,  tin  etc.  Owing  to 
difficult  road  and  river  communications  between  the 
three  States,  the  possibility  of  diverting  part  of  the  trade 
of  Cambodia  and  Laos  through  Bangkok  has  been  dis¬ 
cussed.  Meanwhile,  additional  rice  milling  facilities  at 
Phnom-Penh  (37  mills  with  a  daily  milling  capacity  of 
2,000  tons  of  paddy  were  established  in  1952)  have 
enabled  the  bulk  of  the  rice  crop  to  be  shipped  directly 
from  Phnom-Penh  rather  than  through  the  usual  Saigon 
trade  channels. 

The  trade  balance  of  this  Customs  Union  has 
worsened  considerably  during  the  last  two  years  and 
imports  are  now  almost  four  times  exports.  Although 


precise  data  are  lacking  for  the  States  separately,  it 
would  appear  that  Cambodia  has  a  small  surplus  on  trade 
account,  while  Laos  (even  including  its  exports  of  tin 
and  coffee  through  Thailand)  has  a  small  deficit  and 
Viet-Nam  a  very  large  one.^ 

The  export  of  rice,  particularly  from  Viet-Nam, 
dwindled  after  a  partial  embargo  was  placed  on  exports 
for  the  purpose  of  increasing  stocks  to  meet  internal 
scarcities.  Export  markets  are  increasingly  being  sought 
in  Hong  Kong,  Indonesia,  Malaya  and  the  Philippines, 
rather  than  in  the  franc  area. 

The  pre-war  rice  imports  of  France  from  the  States 
of  Indochina  averaged  600,000  tons;  the  fall  in  imports 
from  these  countries  in  the  post-war  years  is  partly  due 
to  decreasing  availabilities,  and  partly  to  increased 
domestic  production  in  France,  which  now  meets  three 
quarters  of  its  own  requirements.  The  States  of  Indo¬ 
china  remain  the  main  source  of  supply  of  French  over¬ 
seas  territories,  but  recently,  owing  to  the  expectation  of 
poor  supplies  from  the  three  States,  Italy  has  succeeded 
in  entering  this  market. 

The  value  of  rubber  exports  between  1950  and  1951 
increased  by  60  per  cent  while  the  volume  of  exports 
remained  unchanged.  Between  1951  and  1952,  on  the 
other  hand,  the  tonnage  of  rubber  exports  increased  by 
more  than  10  per  cent  while  there  was  a  30  per  cent 
decline  in  export  proceeds.  Exporters  of  rubber  to  the 
United  States  are  permitted  to  retain  part  of  the  dollar 
proceeds,  which  enables  them  to  import  scarce  luxury 
goods  yielding  high  profits,  such  as  silk,  radio  sets,  air 
conditioning  units,  and  these  import  profits  have  offset 
the  exporters’  loss  on  rubber  due  to  the  fall  in  its  price. 
Rubber  exports  in  the  first  9  months  of  1953  have 
continued  at  the  same  rate  as  in  1952,  with  the  United 
States  buying  an  increased  share  of  the  total. 


1.  Institute  d’Emission  des  Etats  du  CumbodKe,  du  Laos  et  du  Viet- 
Nam,  Studes  et  Documents,  No.  3.  Trade  balances  relate  to  for¬ 
eign  trade,  excluding  trade  within  the  union. 


TABLE  11 

CAMBODIA,  LAOS  AND  VIET-NAM:  EXPORTS  OF  RICE 


1934-38 

1950 

1951 

1952 

ECAFE  countries . 

516.4 

14.8 

146.6 

135.1 

French  overseas  territories  . . 

127.4 

59.0 

99.2 

53.6 

France  . 

592.8 

27.0 

24.4 

3.7 

Other  . 

108.1 

3.1 

35.6 

18.4 

Total . 

1,344.7 

103.9 

305.9 

210.8 

Sources:  Commonwealth  Economic  Committee;  Institut  d'Emision  des 
Etats  du  Cambodge,  du  Laos  et  du  Viet-Nam. 


Thousand  tons 


1953 

Jan-Sept 
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The  current  trends  in  the  volume  and  price  of  rice 
exports,  contrasted  with  the  rising  trend  in  the  value  of 
imports,  afford  little  hope  that  a  substantial  improvement 
in  the  trade  balance  would  take  place  in  the  near  future. 

The  deficit  on  trade  account  rose  from  Pr.3,500 
million  in  1951  to  Pr.6,850  million  in  1952.  While 
there  are  no  balance  of  payments  data,  it  would  appear 
that  the  level  of  imports  has  been  directly  determined 
by  the  availability  of  French  francs  to  the  three  States, 
and  the  increase  in  the  commercial  deficit  reflects  rising 
military  expenditure  by  France.  Thus  in  1952  the 
Currency  Board  had  only  accumulated  modest  ITench 
franc  reserves  of  Pr.680  million;  their  rise  in  1953  was 
due  to  the  re-evalution  of  assets  following  the  change  in 
the  value  of  the  currency:  at  the  end  of  October  1953, 
their  foreign  exchange  value  was  less  than  at  the  end  of 
1952. 

DEVALUATION  AND  PRICE  CHANGES 

The  French  Ministry  of  Finance  announced  on  10 
May  that  as  from  the  following  day  all  of  the  external 
commercial  and  financial  transactions  of  the  three  States 
of  Indochina  would  be  effected  on  the  basis  of  1  Indo¬ 
chinese  piastre  for  10  French  francs.  (The  previous  rate 
of  exchange  had  been  1  Indochinese  piastre  for  17 
French  francs).  The  reasons  given  for  this  action  were 
the  need  to  eliminate  large-scale  currency  speculation 
and  capital  flight,  and  to  lesson  the  strain  on  French 
resources  arising  from  the  locally  borne  costs  of  the  war. 

As  soon  as  the  news  of  devaluation  became  known, 
speculators  hid  their  stocks  of  merchandize  in  order  to 
raise  sales  prices.  Despite  the  control  measures  taken  by 
the  Viet-Nam  Government,  the  increase  in  prices  was 
rapid.  The  cost  of  living  index  for  Saigon,  based  on 
1949=  100,  which  had  increased  from  130  in  January 
to  151  in  December  1952,  rose  from  152  in  April  to  169 
in  May  1953  and  to  187  in  June  when  the  impact  of 
devaluation  was  felt;  in  August  1953  the  index  stood  at 
197.  In  Laos,  where  the  cost  of  living  index,  based  on 
December  1948  =  100,  had  shown  no  change  between  the 
middle  of  1952  and  April  1953,  it  jumped  from  156  in 
April  to  170  in  May  and  188  in  June.  In  Cambodia, 
where  price  rises  had  been  more  moderate  than  in  Viet- 
Nam,  retail  price  quotations  at  Phnom-Penh  for  May 
and  June  1953  also  rose  significantly  after  devaluation. 
The  index  of  wholesale  prices  in  Saigon  rose  by  34  per 
cent  between  April  and  August  1953;  the  group  index 
for  imported  goods  rose  by  49  per  cent  and  that  of  local 
produce  by  30  per  cent. 

In  Saigon,  between  April  and  June,  the  price  of 
rice  No.  1  increased  by  7  per  cent,  that  of  rice  No.  2 
and  of  paddy  by  12  per  cent,  black  pepper,  60  per  cent; 
kapok,  70  per  cent;  and  rubber  RSST,  50  per  cent.  The 
increases  in  rice  prices  were  limited  because  the  prices 
of  rice  and  its  derivatives  were  fixed  by  the  government 
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and  exports  were  suspended  till  further  notice.  Prices  of 
imported  commodities  rose  substantially,  though  unevenly 
because  of  the  diversity  of  existing  controls.  Thus,  from 
April  to  June  1953,  prices  of  milk  increased  55  per  cent; 
sugar,  41  per  cent,  flour,  19  per  cent;  petrol,  35  per  cent; 
caustic  soda,  68  per  cent;  iron  and  steel,  62  per  cent; 
cotton  yarn,  37  per  cent;  tyres,  30  per  cent;  and  white 
cotton  piece  goods,  70  per  cent. 

PUBLIC  FINANCE  AND  MONETARY  POLICY 

The  most  striking  factor  about  the  development  of 
public  finance  in  the  three  States  is  the  rapidly  increas¬ 
ing  level  of  military  expenditure.  While  data  are  not 
available  for  Laos,  the  figures  for  Cambodia  and  Viet- 
Nam  indicate  that  total  expenditure  for  security  almost 
doubled  between  1952  and  1953.'  Although  these  two 
States  are  making  an  increased  contribution  towards 
financing  the  war  effort,  the  expenditure  incurred  by 
France  has  been  mounting  even  more  rapidly  and  more 
than  doubled  in  regard  to  Cambodia,  while  it  increased 
by  70  per  cent  with  respect  to  Viet-Nam.  The  French 
budget  also  supports  the  total  military  expenditure  of 
Laos.  Owing  to  the  cost  of  the  war  effort  it  could 
hardly  be  expected  that  the  State  budgets  would  be 

1.  AH  data  for  1953  i-efei-  to  the  budttet  presented  at  the  beKinnins 
of  the  year  on  the  basis  of  the  pre-devaluation  price  level.  Owing, 
however,  to  the  devaluation  of  May  1953  and  subsequent  price  rise, 
it  is  likly  that  both  revenue  and  expenditure  will  substanially 
exceed  the  budgetary  figures. 
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balanced.  Except  in  the  case  of  Laos,  strenuous  efforts 
have,  however,  been  made  to  curtail  the  less  essential 
civil  expenditures  in  order  to  face  military  commitments 
without  having  to  resort  to  borrowing  from  the  central 
bank. 

In  Cambodia  where  the  value  of  French  military 
supplies  exceeds  the  national  defence  contribution,  the 
budget  for  1953  was  balanced  without  resort  to  borrow¬ 
ing  from  the  Currency  Board.  Revenue  has  been 
increased  somewhat  through  improved  tax  collection,  a 
higher  rate  of  turnover  tax,  and  the  national  security 
tax,  which  amounts  to  a  proportionate  income  tax,  has 
been  maintained.  Despite  these  efforts,  Cambodia  has 
been  compelled  to  borrow  Pr.50  million  from  the 
Currency  Board  in  the  first  five  months  of  1953. 

Budgetary  data  for  Laos  are  incomplete  since  no 
data  are  available  regarding  military  expenditure,  so 
that  the  size  of  the  total  budget  is  unknown.  Civilian 
expenditure  showed,  however,  a  remarkable  increase 
over  the  1952  level.  The  main  item  responsible  for  the 
increase  in  expenditure  is  the  large-scale  investment  pro¬ 
gramme  which  includes  Pr.ll9  million  for  new'  public 
works  projects.  Expenditures  on  education  and  on 
general  administration  have  also  risen  substantially, 
owing  partly  to  increases  in  the  salaries  of  government 
employees.  It  appears  that  the  revenues  of  the  State  are 
inadequate  to  meet  even  civil  expenditure  and  the  Laos 
Government  decided  to  utilize  its  drawing  rights  on  the 
Currency  Board:  between  February  and  May  1953 
Pr.180  million  were  borrowed. 

The  budget  of  the  Government  of  Viet-Nam  shows 
a  small  decline  in  the  deficit  between  1952  and  1953, 
thanks  to  an  increase  in  revenue  of  over  Pr. 1,200  million. 
The  bulk  of  the  increased  revenue  is  expected  from  an 
increase  in  the  rate  of  sales  tax  from  1  to  3  per  cent. 
Since  the  French  contribution  to  the  Vietnamese  budget 


has  doubled  between  1952  and  1953  (including  both 
civil  and  military  contributions),  it  should  be  adequate 
to  cover  the  whole  deficit  without  further  borrowing 
from  the  reserve  funds  which  had  provided  an  important 
source  of  financing  in  1952.  However,  this  improvement 
in  the  Vietnamese  budget,  despite  the  considerable 
increase  in  military  expenditure,  is  likely  to  be  illusory, 
since  the  1952  budget  included  “pacification  expendi¬ 
tures”  and  contributions  to  the  local  authorities  which 
in  1953  were  transferred  from  the  central  to  the  regional 
budgets.  In  1953,  the  deficit  of  the  regional  and  local 
authorities  in  Viet-Nam  is  expected  to  rise  to  the 
impressive  figure  of  Pr.1,824  million,  the  bulk  being 
incurred  in  tbe  regional  budget  of  North  Viet-Nam  and 
reflecting  essential  military  outlays.  Thus  the  increase 
between  January  and  May  1953  of  Pr.500  million  in  the 
amount  of  Viet-Nam  treasury  borrowings  from  the 
Currency  Board  may  well  reflect  deficits  in  the  budgets 
of  regional  authorities  as  well  as  that  of  the  central 
budget. 

The  budgetary  position  of  the  States  and  regional 
authorities  was  not  the  only  inflationary  factor  at  work: 
account  must  also  be  taken  of  direct  expenditures  of  the 
French  forces  in  the  three  States.  While  no  data  are 
available  as  to  these  outlays,  the  size  of  the  budget  of 
the  French  Ministry  for  the  three  States  suggests  that 
they  may  have  been  considerable.  Total  credits  voted 
to  that  Ministry  amounted  to  Pr.22,600  million  in  1952 
and  approximately  Pr.37,000  million  1953.^ 

Although  some  proportion  of  this  expenditure 
would  be  incurred  in  France  or  in  other  countries,  for 
the  purchase  of  military  equipment,  including  deliveries 
of  military  supplies  to  the  national  armies,  the  remainder 
is  nevertheless  far  greater  than  the  total  budgetary 
deficits  for  the  States  and  regional  authorities. 

1.  French  francs  converted  into  piastres  for  ready  comparison:  for 
1953,  5/12  of  the  total  are  converted  at  the  rate  of  17:1,  and  the 
rest  at  the  rate  of  10:1. 
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CAMBODIA,  LAOS  AND  VIETNAM:  BUDGET 

Million  Pr. 


i 

Cambodia  | 

Laos  1 

Viet-Nam 

1952 

1953 

1952  ' 

1953  ! 

1952 

1953 

Expenditure  . 

1.246 

1,687 

313 

481 

4,602a 

5,763 

Military . 

5i5 

971 

b 

b 

tA59 

i,091 

National  contribution  . 

!  353' 

457' 

— 

— 

1,765 

2,906 

French  contribution . 

192 

514 

694 

1,185 

CivU  . 

701 

716 

313 

481 

2,143e 

1,671 

Revenue  . 

1,041 

1,290 

238 

,  263 

3,029 

4,241 

Deficit . 

205 

514 

1,573 

1,522 

Recovered  by  drawing  on  Reserve  Fund 

13 

— 

— 

815 

‘  — 

Contributions’!  . 

192 

514 

1 

1 

!  758 

1  1,522 

Source:  Information  supplied  by  governments.  b.  Military  expenditure  in  Laos  covered  entirely  by  France. 

c.  Including  expenditure  for  local  defence  and  protection  of  important 
a.  Including  Pr.1,000  million  for  civil  expenditure  (pacification  and  installaticns. 

subsidies  to  regional  budgets);  this  item  is  deleted  in  1953  budget  d.  Mainly  French  subsidies  for  military  expenditure  for  Cambodia 

and  transferred  to  1953  regional  budgets.  and  Viet-Nam. 
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In  view  of  these  facts,  the  increase  in  currency  in 
circulation  which  amounted  to  Pr.390  million  only  in 
1952  (or  5.3  per  cent  of  the  note  issue  outstanding) 
appears  rather  modest,  as  also  does  the  more  rapid  rise 
of  Pr.450  million  in  the  first  five  months  of  1953. 

French  expenditure,  however,  although  it  generates 
purchasing  power,  also  provides  foreign  exchange  that 
permits  its  absorption  through  imports.  Thus  it  increases 
pressure  on  domestic  supplies  and  prices  only  to  the 
extent  that  the  demand  it  generates  is  directed  to 
domestically  produced  goods. 

In  fact,  the  tremendous  import  surplus,  which  has 
been  mentioned  above,  has  been  the  main  factor  making 
for  the  measure  of  monetary  stability  experienced  in 
the  three  States.  Since  the  French  franc  holdings  of 
the  Currency  Board  have  been  rising  only  slowly,  it 


would  appear  that  inflationary  forces  have  worked  them¬ 
selves  out  through  the  foreign  account:  to  the  extent 
that  French  goods  were  supplied,  the  main  inflationary 
force  would  thus  have  been  shifted  back  to  France. 

American  aid  was  also  a  factor  of  some  significance, 
since,  at  the  official  rates  of  exchange,  it  amounted  to 
Pr.500  million  in  1952  and  approximately  Pr.COO  million 
in  1953.  Its  importance  however  lay  less  in  the  fiscal 
field  where  its  counterpart  funds  provided  no  more 
than  a  book-keeping  device  for  financing  budget  deficits, 
than  in  the  programmes  of  rehabilitation  which  imports 
of  equipment,  raw  materials,  fertilizers  and  other  goods 
have  made  possible.  American  aid  to  France  has  also 
been  an  important  factor  in  making  it  possible  for  that 
country  to  shoulder  its  financial  burden  in  the  war  effort 
and  to  contribute  to  the  creation  of  national  armies  in 
the  three  States. 
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The  post-war  economic  policy  of  the  government 
has  been  determined  as  much  by  social  as  by  economic 
considerations.  In  its  essentials  it  was  based  on  the 
First  Six-Year  Plan,  brought  into  operation  in  1947. 
The  plan  called  for  subsantial  outlays  on  social  capital, 
as  well  as  for  the  improvement  and  expansion  of  basic 
export  industries  and  the  development  of  new  industrial 
and  agricultural  enterprises. 

The  progress  of  the  plan,  though  never  entirely 
satisfactory,  benefited  from  the  Korean  war  boom,  during 
which  gross  domestic  fixed  investment  reached  new  high 
levels;  during  1951  it  absorbed  over  11  per  cent  of 
gross  national  product,  double  its  share  in  1947.  How'- 
ever,  after  the  peak  of  the  boom  was  past,  budget  deficits 
increased  and  high  levels  of  expenditure  led  to  a  balance 
of  payments  deficit.  Since  the  beginning  of  1952  the 
fall  in  reserves  has  been  a  disquieting  element  in  ths 
economic  situation. 


EXTERNAL  TRADE  AND  PAYMENTS 

The  deterioration  of  the  external  position  is 
strikingly  displayed  in  the  rapid  fall  in  external  reserves 
during  1952  and  1953,  and  the  appearance  of  a  balance 
of  payments  deficit  on  current  account  in  which  the 
trade  balance  was  a  determining  factor.  At  the  end 
of  January  1952  the  reserves  stood  at  Rs.  1,209  million; 
at  the  end  of  August  1953  they  were  only  Rs.  669  million, 
an  average  monthly  decrease  of  over  Rs.  28  million. 
The  rate  of  fall  slackened  somewhat  as  the  reserves  fell, 
and  there  were  even  small  increases  in  January  and 
February  1953.  But  these  did  not  herald  a  reversal 
of  the  trend,  for  the  fall  was  resumed  in  succeeding 
months  and  in  November  was  still  continuing.  Never¬ 
theless,  the  reserves  are  still  comfortably  above  the  level 
of  Rs.  450  million  which  the  International  Bank  for 
Reconstruction  and  Development  Mission,  reporting  in 
June  1952,  regarded  as  a  satisfactory  working  balance. 

During  and  after  the  boom  the  government  followed 
a  policy,  based  partly  on  social  considerations,  of 
stabilizing  prices  and  wages  by  relaxing  import  controls 
and  increasing  subsidies  on  food  imports.  But  the  value 
and  volume  of  imports  tended  to  keep  up  in  face  of 
falling  export  yield,  and  in  1952,  in  view  of  falling 
foreign  exchange  reserves,  the  liberal  import  policy  was 
partially  abandoned ;  exchange  restrictions  were  tightened 


and  subsidies  limited.  In  1953  the  reserves  continued  to 
decline  in  spite  of  some  improvement  in  the  terms  of 
trade,  and  the  reversal  of  policy  has  proceeded  further; 
subsidies  on  food  have  been  cut  off  entirely,  and  some 
import  duties  increased. 

Chart  13 


CEYLON:  VALUE  OF  IMPORTS  AND  EXPORTS 


Exports 

The  variations  in  the  volume  and  unit  value  of 
total  exports  and  their  underlying  trend  conceal  some 
diversity  of  movement  as  regards  the  main  export 
commodities  which  are  significant  for  Ceylon’s  export 
prospects;  rubber  in  particular  has  shown  serious  price 
instability  which  makes  it  the  least  reliable  of  the  major 
exports. 


Chart  14 


CEYLON  :  UNIT  VALUE  INDICES  OF  EXPORTS 
OF  SELECTED  COMMODITIES 
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Tea,  which  accounted  for  rather  than  50  per 

cent  of  the  value  of  domestic  exports  in  1952,  did  not 
share  to  any  perceptible  extent  the  increase  in  general 
demand  which  accompanied  the  Korean  war  boom,  and 
has  displayed  considerable  variations  of  export  volume 
overlying  a  trend  which  seems  to  be  rising  slightly. 
Rubber,  accounting  for  26  per  cent  of  the  value  of 
domestic  exports  in  1952,  after  the  initial  spurt  which 
worked  itself  out  in  the  early  part  of  1951,  has  also 
shown  considerable  variations  in  export  volume  without 
any  perceptible  trend  either  way;  however,  these  varia¬ 
tions  have  hardly  been  larger  than  in  the  case  of  tea. 
But  coconut  products — of  which  the  most  significant 
are  desiccated  coconut  (a  foodstuff)  and  coconut  oil 
(an  industrial  raw  material) — which  together  accounted 
for  14  per  cent*  of  the  value  of  domestic  exports  in 
1952 — have  displayed  a  different  pattern  of  export 
volume.  There  was  some  falling  off  in  the  early  part 
of  1951,  but  thereafter  exports  rose  and  reached  a  peak 
in  the  third  quarter  of  1952,  subsequently  declining 
sharply,  reaching  the  level  of  the  1951  trough  during 
the  first  quarter  of  1953. 


Price  movements,  on  the  other  hand,  have  shown 
common  tendencies  (see  chart  14).  The  export 
prices  of  the  three  main  export  commodities  fell 

fairly  steadily  after  reaching  peaks  in  1950  or 
early  1951,  and  began  to  recover  in  1952.  The 
first  to  show  an  upward  movement  was  tea,  followed 
by  coconut  products;  rubber  was  the  last  to  show 
a  recovery.  Moreover,  the  extent  to  which  the 

price  fall  had  been  recovered  was  greatest  for  tea, 

less  for  coconut  products,  and  least  for  rubber.  In 
1953  prices  tended  to  level  off  rather  higher  than  the 
lowest  prices  of  1952,  but  well  below  the  boom  peaks. 
There  is  no  substantial  evidence  that  price  declines  have 
reduced  the  volume  of  exports  of  any  of  the  three  commo¬ 
dities  since  the  early  part  of  1951,  and  indeed  there  has 
been  an  inverse  relation  between  price  and  export  volume 
in  the  case  of  coconut  products.  However,  all  three 
commodities  have  contributed  to  the  export  price  fall 
which  has  been  the  major  factor  in  the  adverse  move¬ 
ment  in  the  terms  of  trade,  with  the  price  fall 

for  tea  substantially  smaller  than  for  the  other  major 
products,  the  fall  to  the  1952  trough  being  about  25 
per  cent  from  the  highest  price  of  1951;  in  the  case 
of  rubber  and  coconut  products  the  corresponding  fall 
was  around  50  per  cent. 


Imports 

The  unit  value  of  imports  reached  a  peak  in  1952 
and  from  the  fourth  quarter  of  that  year  has  tended 
to  decline.  Their  volume  also  reached  a  peak  in  1952 
and  declined  somewhat  in  1953.  These  movements, 
together  with  improving  volume  of  exports  and  rising 
export  prices,  reduced  the  adverse  balance  of  trade  in 

1.  If  exports  of  fresh  coconut  are  included  then  the  share  is  16  per 
cent. 


Chart  15 
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the  first  si.x  months  of  1953  to  Rs.  33  million  compared 
with  Rs.  6{5  million  in  the  first  half  of  1952.  If  the 
budget  were  balanced  the  volume  of  purchasing  power 
in  the  Ceylon  economy  would  tend  to  be  controlled  by 
changes  in  the  level  of  export  earnings — production  for 
export  accounted  for  rather  more  than  one  third  of 
gross  national  product  in  1951 — and  would  be  followed 
after  an  elapse  of  some  months  by  a  change  in  the 
demand  for  imports,  more  than  90  per  cent  of  which 
consist  of  food  and  other  consumer  goods.  However, 
in  1951,  1952  and  1953,  subsidies  on  imported  food  and 
the  effects  of  the  budget  deficit  prevented  any  immediate 
reaction  on  imports  when  the  value  of  exports  fell.  In 
1952  food  imports  cost  Rs.  767  million — ‘15  per  cent  of 
total  imports — and  rice  cost  Rs.  329  million,  nearly  43 
per  cent  of  the  food  bill.  The  subsidy  paid  by  the 
government  on  rationed  rice  amounted  to  Rs.  234 
million  in  1952,  over  70  per  cent  of  the  import  cost,  and 
imported  flour  was  also  subsidized. 

The  import  policy  which  was  announced  in  August 
1952  is,  according  to  the  budget  speech,  to  be  continued. 
The  policy  applied  restrictions  to  non-essential  imports 
from  the  dollar  area  and  the  non-sterling  European 
Payments  Union  (EPU)  countries  on  account  of  the 
deterioration  of  the  sterling  area  balance  of  payments 
with  these  two  groups  of  countries,  the  decline  in  the 
central  sterling  area  gold  and  dollar  reserves,  and 
Ceylon’s  own  balance  of  payments  difficulties.  This 
policy  by  itself  probably  had  little  effect  on  the  volume 
of  imports,  since  alternative  sources  for  most  of  the 
commodities  concerned  could  be  found. 


Pattern  of  trade 

There  has  been  a  striking  change  in  the  volume 
of  trade  with  mainland  China  consequent  on  the  trade 
agreements  signed  on  5  October  and  17  December  1952. 
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The  first  of  these  was  a  temporary  arrangement  designed 
to  meet  the  serious  shortage  of  rice  which  faced  the 
Ceylor  Government;  the  second  provided  that  Ceylon 
should  sell  50,000  tons  of  sheet  rubber  to  mainland 
China  per  year  at  annually  agreed  prices,  and  should 
receive  270,000  tons  of  rice  per  year — more  than  a  third 
of  total  consumption  requirements.  As  a  result,  main¬ 
land  China  has  become  Ceylon’s  second  trading  partner 
after  the  United  Kingdom.  Ceylon  now  has  a  market 
for  sheet  rubber  which  is  replacing  crepe  in  its  produc¬ 
tion,  and  the  prices  in  the  trade  with  mainland  China 
are  more  favourable  than  world  prices,  both  for  rubber 
and  rice.  Moreover,  it  was  announced  in  October  1953 
that  prices  for  both  Burmese  and  Chinese  rice  in  1954 
would  be  substantially  lower  than  in  1953.  Ceylon  will 
receive  270,000  tons  of  rice  in  1954  from  mainland 
China,  and  a  minimum  of  200,000  tons  from  Burma. 
The  stock  position  of  rice  is  now  good;  at  the  end  of 
October  the  government  held  120,000  tons,  equal  to 
three  months’  requirements,  and  announced  its  intention 
of  exporting  50,000  to  80,000  tons. 

TABLE  13 

CEYLON:  PERCENTAGE  DISTRIBUTION  OF 
TRADE  BETWEEN  COUNTRIES  OF  ORIGIN 
AND  DESTINATION 


1 

1950  i 

1951  1 

1952 

1953 

Jan-Sep 

Imports . 

100.0 

100.0 

100.0 

100.0 

United  Kingdom  . . 

19.7 

21.9 

22.4 

22.6 

China  (mainland  only) 

0.2 

0.3 

1.9 

13.1 

United  States 

3.0 

5.3 

8.8 

3.5 

Australia  . 

6.9 

7.9 

7.3 

11.6 

India  . 

15.5 

12.0 

12.4 

12.2 

Others . 

54.6 

52.6 

47.2 

37.0 

Exports  (Domestic) 

100.0 

100.0 

100.0 

100.0 

United  Kingdom  . .  . . 

24.5 

32.1 

29.4 

26.0 

China  (mainland  only) 

— 

— 

8.8 

!  15.4 

United  States 

22.3 

10.9 

11.1 

8.8 

Australia  . 

7.6 

7.2 

6.4 

9.1 

India  . 

1.9 

2.6 

2.5 

3.0 

Others . 

43.7 

47.2 

41.8 

37.6 

Source:  H.M.  Customs,  Colombo. 


The  government  is  making  an  effort  to  increase 
the  share  of  foreign  trade  in  the  hands  of  Ceylonese 
nationals  and  Ceylon-registered  companies.  Trade  with 
mainland  China  is  now  confined  almost  entirely  to 
Ceylonese  nationals.  Trade  under  an  agreement  with 
Yugoslavia,  signed  in  July  1953,  is  to  be  done  through 
Ceylonese  firms  as  far  as  possible  though  trade  so  far 
has  been  small.  A  commercial  centre  in  Colombo  is  to 
be  established  for  Ceylonese  businessmen,  and  the  regis¬ 
tration  of  Ceylonese  traders  is  to  be  tightened  up  in 
an  effort  to  weed  out  those  who  are  inefficient. 

PRODUCTION  AND  DEVELOPMENT 

Early  in  1953  the  goveniment  set  up  a  planning 
committee  and  a  planning  secretariat,  in  accordance  with 


the  recommendations^  of  a  mission  of  the  International 
Bank  for  Reconstruction  and  Development  (IBRD),  to 
deal  with  economic  development.  Two  plans  already 
existed  for  Ceylon.  The  first,  the  Six-Year  Plan  pro¬ 
posed  in  1946,  was  to  be  completed  in  September  1953. 
The  formulation  of  this  plan  was  rather  loose,  it  being 
little  more  than  a  set  of  departmental  proposals,  and  its 
main  interest  lies  in  the  priorities  which  it  laid  down. 
The  second,  the  Ceylon  section  of  the  Colombo  Plan, 
was  prepared  under  the  assumption  of  freely  available 
internal  and  external  financial  resources,  and  therefore 
is  much  larger  than  the  available  resources  allow.  The 
intention  at  present  it  to  spend  about  Rs.  1,500  million 
on  development  projects,  no  specific  period  being  fixed. 
It  is  expected  that  development  expenditure  will  approxi¬ 
mate  Rs.  300  million  per  year. 

The  problems  which  face  the  government  and  the 
planning  secretariat  arise  from  two  main  factors:  the 
rapid  growth  of  population,  and  great  dependence  on 
three  main  export  crops.  Development  in  agriculture 
will  therefore  be  directed  towards  raising  efficiency  of 
production,  raising  its  quality — which  in  itself  may  help 
to  stabilize  sales — and  diversifying  production.  Depen¬ 
dence  on  exports  may  also  be  reduced  by  increases  in 
food  production  at  home,  and  that  was  stressed  in  the 
Six-Year  Plan. 

The  population  problem  is  partly  one  of  providing 
work  for  a  growing  labour  force,  and  partly  one  of 
increasing  per  capita  incomes  in  spite  of  the  growth  of 
numbers.  Although  there  is  at  present  some  under¬ 
employment  and  seasonal  unemployment,  the  problem 
is  for  the  future  rather  than  the  present.  However,  the 
means  now  open  for  extending  employment,  such  as  the 
colonization  of  newly  irrigated  land  in  the  dry  regions 
of  the  island,  are  unlikely  to  be  completely  effective,  and 
the  solution  may  lie  rather  in  an  extension  of  industry. 

Industrial  development  in  Ceylon  must  be  based 
on  rather  limited  natural  resources.  There  is  no  coal 
or  oil  in  the  island,  and  hydro-electric  generation  must 
provide  the  main  source  of  power.  The  two  most 
promising  fields  of  industrialization  are  in  processing 
export  crops  and  producing  consumer  goods.  Produc¬ 
tion  of  cement,  some  chemicals,  and  light  machinery 
could  also  be  increased,  though  the  internal  market  is 
limited  and  competition  from  outside  strong.  The  diver¬ 
sification  of  agricultural  production  might  well  be  linked 
with  growing  processing  and  preserving  industries  in 
Ceylon,  and  improved  quality  control  of  exports.  It 
has  been  suggested  that  cacao,  which  can  be  interplanted 
with  rubber,  might  be  grown  and  processed,  and  that 
increased  dairying  might  lead  to  larger  home  and  export 
markets  for  processed  and  preserved  foods. 


1.  The  Economic  Development  of  Ceylon,  Report  by  the  International 
Bank  for  Reconstruction  and  Development  Mission,  1962. 
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These  questions  were  considered  in  detail  by  the 
IBRD  mission  which  reported  in  June  1952.  The 
mission  believed  that  first  priority  must  be  given  to 
the  development  of  agriculture,  since  that  would  be  the 
main  source  of  foreign  exchange  required  for  any  future 
development  programme;  second  would  come  the  im¬ 
provement  and  extension  of  the  transport  system;  then 
the  development  of  new  sources  of  electric  power  and 
provision  of  a  distribution  network,  then  health  and 
education  and,  finally,  industry.  These  priorities  were 
for  six  years  from  1953  to  1959  only,  and  they  reflect 
the  opinion  of  the  mission  that  in  spite  of  its  long¬ 
term  importance  industrialization  must  proceed  cau¬ 
tiously,  its  development  being  in  small  units  in  which 
experience  can  be  gained,  rather  than  in  large  units 
which  might  initially  not  be  successful. 

Since  many  of  the  policies  recommended  were 
already  being  pursued  by  the  Ceylon  Government,  the 
mission  was  mostly  concerned  with  their  intensification 
or  confirmation.  On  the  other  hand,  there  are  some 
recommendations  which  at  the  time  the  mission  reported 
were  contrary  to  governmen  policy;  for  example,  it 
was  recommended  that  certain  irrigation  schemes  should 
be  dropped;  that  food  subsidies  should  be  eliminated 
and  that  additional  financial  responsibilities  and  powers 
should  be  delegated  to  local  authorities. 

Since  the  end  of  the  war  gross  fixed  capital  forma¬ 
tion  has  been  expanding,  both  in  value  and  as  a  share 
of  gross  national  product;  in  1951  the  proportion  was 
about  11  per  cent.  Moreover,  the  share  of  imported 
goods  in  capital  formation  has  been  decreasing,  and 
the  upshot  of  the  report  of  the  IBRD  mission  is  that 
development  under  the  original  Six-Year  Plan  has 
generally  been  in  the  right  direction,  although  some  of 
the  policies  already  followed  might  have  been  pursued 
more  vigorously.  In  the  original  plan,  priorities  between 
the  various  lines  of  development  were  hardly  dis¬ 
tinguished  sharply  enough,  and  experience  now  suggests 
some  modifications.  The  broad  effect  of  the  budget 
proposals  in  1953  is  in  accord  with  these  conclusions, 
for  more  attention  is  to  be  given  to  considerations  of 
development.  Moreover,  some  of  the  more  detailed 
recommendations  of  the  Mission  are  already  being  put 
into  practice  particularly  as  regards  development  of 
agricultural  production  for  export  and  rationalization  of 
the  programme  for  industry. 

Agriculture 

Agricultural  production  is  higher  than  pre-war  even 
though  it  deceased  by  4  per  cent  in  1952/53,  falling 
nearly  to  the  average  level  of  1948-50.  However,  crop 
yields  were  not  uniformly  down;  rubber  production 
decreased  by  10  per  cent,  and  tea  production  by  3  per 
cent,  whereas  rice  production  remained  substantially 
unchanged  and  copra  production  increased  by  7  per  cent. 
Rice  production  was  still  somewhat  below  the  pre-war 


level,  in  spite  of  the  incentive  of  prices  even  higher  than 
the  current  guaranteed  prices,  but  other  crops  exceeded 
pre-war  levels,  sometimes  substantially. 

Land  development  has  fallen  somewhat  behind  the 
rate  set  in  the  Six-Year  Plan,  and  64,700  acres  had  been 
developed  by  the  end  of  1952,  against  a  figure  for  the 
plan  period,  ending  in  1953,  of  131,000  acres.  The 
expense  of  settlement  is  being  reduced  by  providing 
settlers  with  less  land,  a  smaller  subsidy  and  a  smaller 
house  than  before. 

About  10  per  cent,  65,000  acres,  of  the  area  at 
present  planted  to  rubber  is  to  be  rehabilitated  during 
the  next  five  years,  funds  being  provided  from  a  levy 
on  exports  of  sheet  rubber,  at  first  of  10  Ceylon  cents 
per  lb.  but  later  reduced  to  9  cents  per  lb.  The  grant 
of  subsidy,  which  will  vary  from  Rs.  700  per  acre  for 
large  estates  to  Rs.  1,000  per  acre  for  small  holdings, 
will  depend  upon  the  suitability  of  the  land  and  supply 
of  suitable  planting  materials,  for  which  both  the  govern¬ 
ment  and  the  larger  estates  are  establishing  nurseries. 
At  present  high-yielding  strains  occupy  only  about  one- 
sixth  of  rubber  land. 

Industry 

Government  industry:  It  is  expected  that  electricity 
supply,  both  generating  capacity  and  the  distributing 
system,  will  be  expanded  in  1954,  permitting  greater 
use  of  electric  power  in  the  tea  and  rubber  areas. 

Some  other  government  enterprises  have  been 
extended  or  re-organized  during  the  year,  and  factories 
producing  paper,  vegetable  oil,  DDT,  caustic  soda  and 
chlorine,  and  ceramics  are  scheduled  to  begin  operating 
by  the  end  1954,  their  capital  cost  being  about  Rs.  60 
million.  The  government  glass  factory  was  closed  down 
in  February  1953. 

Total  cement  requirements  are  about  130,000  tons 
per  year,  of  which  60,000  have  been  supplied  by  the 
government-owned  factory.  Machinery  to  increase  this 
figure  to  95,000  tons  is  being  installed,  and  the  erection 
of  a  second  kiln,  which  would  double  capacity,  is  under 
consideration.  Various  measures  have  been  taken  to 
improve  the  efficiency  of  production. 

Production  of  plywood  has  been  hampered  by 
uncertain  supply  of  timber,  and  highly  competitive 
imports  of  tea  chests  from  Japan.  The  factory  is  being 
re-organized  to  reduce  costs  and  improve  quality,  and 
since  March  1952  importers  have  been  obliged  to  pur¬ 
chase  domestically-produced  chests  in  the  ratio  of  one 
to  every  five  imported. 

Uncertain  supplies  of  hides  and  skins  have  hampered 
the  operation  of  the  government  tannery,  and  the  factory 
is  being  re-organized  and  further  mechanized. 
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Private  industry:  In  1952  there  was  a  general 
moderate  expansion  in  many  of  the  small  industries 
supplying  consumer  goods;  textile  manufacture,  which 
is  in  competition  with  a  much  larger  import  trade, 
showed  a  sharp  expansion,  but  has  since  declined;  the 
government  assists  a  number  of  industries  by  cancelling 
or  reducing  import  duly  on  supplies  and  equipment 
imported  for  their  use,  prohibiting  the  export  of  raw 
materials  they  require  or  the  import  of  competitive 
goods,  granting  loans  for  industrial  purposes,  and  apply¬ 
ing  the  Industrial  Products  Act  to  prescribe  ratios  of 
home  to  imported  goods  which  importers  must  purchase. 
Nevertheless,  loans  by  the  Agricultural  and  Industrial 
Credit  Corporation  between  October  1952  and  June 
1953  for  industrial  purposes  amounted  to  less  than  Rs. 
2  million,  while  loans  for  agricultural  purposes  were 
more  than  twice  that  amount. 

BUDGET  POLICY 

The  remarkable  internal  stability  of  the  economy  as 
regards  credit,  money,  and  prices  since  the  initial  burst 
of  activity  accompanying  the  first  phases  of  the  Korean 
war  boom  has  largely  been  secured  at  the  expense  of 
foreign  reserves.  With  the  budget  of  195.3/  54-  policy 
has  come  down  more  sharply  on  the  side  of  external 
equilibrium  than  in  any  of  the  immediately  preceding 
years. 

In  1950,  in  spite  of  rising  export  prices  and  levels 
of  activity,  fiscal  policy  did  not  close  the  gap  between 
revenue  and  expenditures,  and  it  was  only  in  March 
1951  that  export  duties  were  raised  to  divert  a  further 
part  of  export  profits  directly  to  the  government. 
Although  by  then  prices  were  already  showing  signs  of 
weakening,  over  the  calendar  year  1951  the  revenue  and 
expenditure  were  substantially  in  balance.  Expenditure 
was  not  reduced;  the  improvement  was  due  to  improved 
revenue  collections,  and  particularly  to  the  increased 
yield  of  export  duties.  This  balance,  though  temporary, 
allowed  some  conversion  of  government  short-term 
borrowing  to  long-term  and  also  permitted  the  Central 
Bank  to  use  open-market  operations  as  a  stabilizing 
measure. 

But  the  fiscal  year  1951/52  ended  in  September 
with  the  heavy  deficit'  of  Rs.  257  million,  indicating 
that  the  measures  taken  in  1951  to  increase  revenues 
would  no  longer  suffice  to  meet  rapidly-growing 
expenditure,  which  in  1951/52  included  nearly  Rs.  250 
million  on  food  subsidies.  The  reaction  of  this  situation 
on  the  foreign  balances  was  dealt  with  directly  by 
restrictions  on  payments  and  by  re-introducing  some 
import  restrictions,  and  indirectly  by  fiscal  measures  in 
the  budget  itself.  These  included  a  limitation  of  sub¬ 
sidies  to  Rs.  161  million  in  the  fiscal  year  1952/53,  an 
increase  in  the  price  of  sugar,  a  10  per  cent  surcharge 

1.  See  infra,  special  tables  and  notes  in  section  on  ‘‘Asian  Economic 

Statistics*'. 


on  some  import  duties,  a  10  per  cent  surcharge  on 
personal  and  corporate  income  taxes,  and  doubling  the 
betting  tax.  Guaranteed  prices  were  raised  for  locally 
produced  foodstuffs  in  an  attempt  to  reduce  the  need 
for  imports,  all  the  more  important  since  the  sale  of 
imported  rice  outside  the  ration  ceased  in  the  middle  of 
1952,  and  home-grown  rice  was  rising  in  price.  But  by 
the  end  of  1952  it  was  already  apparent  that  these 
measures  had  failed,  and  the  drain  on  the  foreign 
reserves  would  continue.  The  effects  of  the  continuing 
budget  deficit  on  private  spending,  coupled  with  the 
policy  of  price  stabilization,  were  at  the  root  of  the 
fall  in  reserves. 

During  the  first  six  months  of  1953  there  was 
little  indication  that  current  policies  would  lead  to  the 
elimination  of  this  drain  by  putting  an  end  to  govern¬ 
ment  borrowing  from  the  Central  Bank,  and  producing 
a  parallel  readjusttment  in  the  private  sector.  However, 
the  new  budget  represents  a  substantial  change  of  policy, 
even  though  the  subsequent  reduction  in  the  selling 
price  of  rationed  rice  has  somewhat  softened  its  impact. 

The  1953/54  budget  is  designed  to  eliminate  the 
net  cash  operating  deficit  and  the  borrowing  from  the 
banking  system  which  has  reacted  so  strongly  on  the 
balance  of  payments.  This  involves  the  elimination  of 
food  subsidies,  which  had  been  restricted  to  Rs.  161 
million  in  the  previous  budget,  after  having  reached  a 
peak  of  Rs.  239  million  in  1951/52.  There  is  still  a 
subsidy  element  in  the  prices  of  both  rice  and  flour — 
for  the  latter,  prices  are  unaltered,  but  the  loss  will  be 
covered  by  profits  upon  sales  of  sugar,  and  no  net 
charge  will  fall  on  the  budget. ^  Free  meals  for  school 
children  have  been  discontinued,  allowing  a  saving  of 
Rs.  10  million  annually.  The  direct  effect  of  these 
measures  on  imports  of  food  may  be  small,  but  the 
influence  of  real  income  reductions  resulting  from  the 
price  changes  may  react  substantially  on  other  imports 
after  a  while. 

The  budget  proposals  will  reduce  the  net  expendi¬ 
ture  of  government  from  Rs.  1,047  million  in  1952/53 
to  Rs.  905  million  in  1953/54,  the  bulk  of  the  cut  being 
due  to  the  abolition  of  subsidies.  Investment,  including 
loans  and  advances,  remains  about  the  same  as  in 
1952/53 — in  the  region  of  Rs.  280  million,  though  this 
is  much  higher  than  in  1948/49,  before  the  Korean 
war  boom,  when  the  figure  was  Rs.  159  million.  The 
proposed  share  of  investment  has  also  risen,  from  25 
per  cent  in  1948/49  to  nearly  30  per  cent  in  1953/54. 
Expenditure  on  social  services  is  not  reduced,  and  in 
fact  will  increase  by  about  Rs.  24  million,  or  10  per  cent, 
over  1952/53.  Apart  from  subsidies,  the  largest  pro- 


2.  This  situation  has  a  bearing  on  the  decision  to  export  the  current 
surplus  stock  of  rice.  Were  it  to  be  sold  on  the  ration  instead, 
profits  on  sales  of  sufcar  would  be  insufficient  to  meet  losses  on 
rice.  Moreover  one  of  the  results  of  price  and  ration  changes  is 
that  the  government  is  being  offered,  and  is  obliged  to  buy  at  a 
guaranteed  price,  greater  amounts  of  home-grown  rice,  for  which 
the  free  market  is  no  longer  so  profitable. 
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portionate  cut  in  expenditure  will  be  in  contributions  to 
local  governments,  which  are  to  be  reduced  by  nearly  a 
quarter,  or  Rs.  7  million. 

In  spite  of  the  reduction  in  expenditure,  existing 
sources  of  revenues  are  not  expected  to  be  able  to  balance 
the  budget,  since  falling  export  prices  and  falling  activity 
generally  will  reduce  revenue.  The  total  deficiency,  on 
existing  sources  of  revenue,  is  Rs.  152  million.  This 
will  partly  be  covered  from  new  sources  of  revenue, 
including  increases  in  import  duties  (Rs.  17  million), 
in  post  and  telegraph  rates  (Rs.  7  million),  in  railway 
fares  (Rs.  10  million),  in  electricity  rates  (Rs.  3  million) 
and  in  tax  on  Ceylon  tobacco  leaf  (Rs.  9  million);  the 
government  has  also  decided  to  sell  its  stock  of  scrap 
iron  and  a  quantity  of  ilmenite  ore,  which  together  will 
realise  about  Rs.  15  million.  By  these  measures,  and  by 
an  increase  in  personal  and  company  income  tax  yield¬ 
ing  Rs.  24  million,  it  is  expected  to  gain  Rs.  82  million 
in  all,  covering  rather  more  than  half  of  the  revenue 
gap. 

Export  duties  which  have  been  subject  to  criticism, 
are  to  be  maintained,  and  are  expected  to  yield  nearly 
as  much  as  in  1952/53,  and  even  a  slightly  larger  pro¬ 
portionate  share  of  revenue.  At  the  end  of  October  it 
was  decided  that  the  sliding  scale  of  duty  on  tea  should 
be  replaced  by  a  fixed  duty  of  45  Ceylon  cents  per  lb., 
on  the  ground  that  shippers  had  been  taking  advantage 
of  duly  changes  in  ways  which  involved  a  loss  of 
revenue.  The  sliding  scale  of  duties  on  coconut  products 
has  also  been  replaced  by  a  schedule  of  fixed  duties. 

These  measures  still  leave  Rs.  66.4  million  of 
expenditure  uncovered,  and  it  is  hoped  to  borrow  the 
sums  required  without  recourse  to  the  banking  system. 
A  short-term  and  a  medium-term  loan  were  offered  in 
the  market  on  1  August  totalling  together  Rs.  80  million, 
but  this  was  at  least  partly  a  conversion  operation  which 
look  up  some  short-term  debt.  Negotiations  are  also 
in  progress  with  the  International  Bank  for  Reconstruc¬ 
tion  and  Development  by  which  it  is  hoped  to  cover 
the  external  costs  of  the  electrical  development  for 
which  no  provision  has  been  made  in  the  budget. 
Attempts  are  also  to  be  made  to  raise  a  loan  in  the 
London  money  market. 

DOMESTIC  PRICES,  MONEY  AND  CREDIT 

Movements  in  export  earnings  and  export  prices 
followed  by  reactions  on  internal  activity,  demand,  and 
prices,  underlie  the  main  developments  in  the  cost  of 
living,  the  volume  of  money  supply,  and  the  extension 
of  credit  by  the  banks.  Government  policy  has  had 
only  an  offsetting  or  modifying  effect  over  most  of  the 
period  since  the  Korean  war  boom. 

The  first  effects  of  the  boom — superimposed  on 
those  arising  from  the  devaluation  of  1949 — were  a  sharp 
rise  in  export  prices,  in  incomes,,  and  in  the  cost  of 


living.  This  last  was  due  to  the  rise  in  prices  of  goods 
which  were  exported  as  well  as  consumed  at  home.  The 
benefits  of  income  increase  were  rather  unevenly  spread, 
and  some  classes  of  workers  not  in  the  export  indus¬ 
tries  actually  suffered  a  reduction  in  real  incomes,  even 
though  the  country  as  a  whole  was  better  off. 

Government  reactions  to  the  boom  were  confined  in 
1950  to  an  increase  in  subsidy  payments  on  imported 
flour  and  rice.  Only  in  March  1951  were  export  duties 
increased,  and  the  first  seven  months  of  1051  had  passed 
before  the  policy  of  import  decontrol  had  been  pushed 
to  its  conclusion. 

On  the  monetary  side  an  expansion  of  money 
supply  took  place  in  step  with  the  increase  in  commer¬ 
cial  activity,  but  also  because  of  the  government’s  own 
borrowing,  reaching  a  peak  in  April  and  May  1951  and 
thereafter  declining.  At  first  the  government  regarded 
the  situation  as  inflationary  and  encouraged  the  commer¬ 
cial  banks  to  hold  balances  abroad  rather  than  to 
repartriate  and  monetize  them  and  also  asked  the  banks 
to  restrict  credit  for  the  purchase  of  estates  from  foreign 
owners.  However,  it  appears  that  the  expansion  in 
money  supply  was  not  out  of  accord  with  the  increase 
in  activity;  the  increase  in  private  credit  was  essentially 
non-speculative,  though  it  continued  after  the  peak  in 
exports  was  past  because  the  peak  in  value  of  imports 
was  not  reached  until  1952. 

The  reactions  on  the  balance  of  payments  are  worth 
noting.  In  the  third  and  fourth  quarters  of  1950  and  the 
first  quarter  of  1951,  the  balance  of  payments  on  current 
account  was  in  surplus,  and  the  surplus  was  growing. 
This  corresponds  to  a  period  when  government  expendi¬ 
ture  was  greater  than  income,  but  private  expenditure 
much  less.  Thereafter,  during  1951,  government  revenues 
and  expenditures  were  more  closely  balanced  and  the 
government  accounts  only  began  again  to  go  into  deficit 
in  1952,  but  in  the  second  quarter  of  1951  the  balance 
of  payments  surplus  on  current  account  disappeared, 
suggesting  that  private  expenditure  had  expanded  relative 
to  income.  In  1952  the  balance  of  payments  showed  a 
deficit  larger  than  that  in  the  government’s  accounts. 
Thus  in  1950  total  expenditure  by  the  private  sector 
was  much  less  than  income,  but  in  1951  total  private 
expenditure  was  increasing,  and  in  1952  both  the  govern¬ 
ment  and  the  private  sector  were  spending  in  excess  of 
income  for  most  of  the  year. 

In  December  1951  the  government  judged  that  the 
inflationary  phase  was  over  and  took  measures  to 
repatriate  foreign  balances  held  by  the  commercial 
banks.  A  disappointing  feature  of  the  whole  period  has 
been  the  upwillingness  to  lend  or  borrow  for  industrial 
enterprise.  This  was  as  much  the  case  when  demand 
and  incomes  were  rising  as  when  they  were  falling, 
and  the  government  policy  of  encouragement  had  had 
little  or  no  effect. 
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During  1952  and  early  1953  domestic  prices  on 
the  whole  were  fairly  stable:  in  June  1953  the  Central 
Bank  index  of  real  wages  was  at  about  the  same  level 
as  in  December  1951,  and  rather  lower  than  in  December 
1950,  although  during  1951  the  influence  of  falling 
prices  in  the  export  sector  on  the  cost  of  living  had 
largely  been  offset  by  rising  prices  for  both  imported 
and  domestically  produced  goods.  Meanwhile,  money 
supply  fell  slightly  in  spite  of  the  budget  deficit,  and  so 
did  commercial  banks’  credit  to  tbe  private  sectors. 

In  1953  money  supply  continued  to  fall  slightly, 
but  it  was  only  in  July  that  a  major  step,  the  abolition 
of  food  subsidies  and  increase  in  taxation,  was  taken 
to  reduce  the  purchasing  power  available  to  the  public. 
It  is  as  yet  too  early  to  assess  their  total  effect  on  prices, 
money  supply  and  credit,  but  the  immediate  reaction  of 
the  removal  of  subsidies  is  fairly  clear. 

The  retail  price  of  imported  rice  rose  from  25  to 
70  Ceylon  centres  per  measure,  and  the  ration  was 
increased.  At  the  same  time  Ceylon-grown  rice  sold 
off  the  ration  fell  to  86  cents  per  measure — it  had  stood 
at  over  120  cents  per  measure  during  the  first  quarter 
of  the  year,  the  net  result  being  a  4  per  cent  increase  in 
the  cost  of  living.  This  steep  increase  was,  however, 
partly  offset  in  October  by  a  reduction  in  the  price 
of  rationed  rice  to  55  cents  per  measure,  following  the 
conclusion  of  agreements  to  purchase  rice  from  Burma 
and  mainland  China  at  reduced  prices.  Ceylor-grown 
rice  continues  to  be  sold  at  86  cents  per  measure. 
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The  changes  since  June  in  rice  prices  will 
lead  to  an  increase  of  less  than  2  per  cent  in 
the  cost  of  living.  But  wages  in  industries  covered 
by  Wages  Board  Legislation  are  linked  to  the  cost 
of  living  index,  and  therefore  the  net  effect  on 
real  wages  in  the  rise  in  prices  will  be  smaller. 
Among  the  industries  covered  are  tea,  rubber,  and 
coconut  growing,  tea  and  rubber  export,  coconut  manu¬ 
facture,  and  building  and  engineering.  The  cost  of 
increased  wages  in  these  industries  will  initially  be 
borne  by  the  employers,  and  it  may  be  estimated  that 
it  would  result  in  an  increase  of  2  Ceylon  cents  in  the 
cost  of  porduction  per  lb.  of  tea  (about  1  per  cent  of 
market  price),  and  less  than  1  cent  per  lb.  of  rubber 
(less  than  1  per  cent  of  market  price).  For  rubber 
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producers  this  factor  is  far  less  important  than  the  reduc¬ 
tion  of  prices  foreshadowed  in  the  rice-rubber  agree¬ 
ment  with  mainland  China.  The  incomes  of  domestic 
rice  producers  will  also  be  reduced,  because  of  the  fall 
in  price  for  their  product. 

The  slightly  downward  trend  of  money  supply,  con¬ 
tinuing  into  1953,  has  largely  been  determined  by  two 
contrary  factors — the  gradual  fall  in  export  earnings 
from  the  high  levels  of  early  1951,  with  the  consequent 
loss  of  reserves,  and  the  counteracting  government  deficit, 
met  in  part  by  borrowing  from  the  Central  Bank  and  by 
running  down  government  cash  balances.  There  has 
been  only  a  moderate  expansion  of  demand  for  credit 
from  the  private  sector.  Nevertheless,  interest  rates  have 
shown  an  upward  tendency  and  concurrently  with  the 
presentation  of  the  budget  in  July  1953  the  rate  for 
central  bank  advances  to  the  commercial  banks  was 
raised  from  2h  to  3  per  cent  to  bring  it  into  line  with 
other  market  rates.  This  was  the  first  change  since 
August  1950,  and  it  reflects  a  general  upward  revision 
of  the  structure. 

The  policies  followed  between  1950  and  1952 
achieved  a  major  objective  in  helping  to  maintain  and 
even  to  increase  real  incomes.  But  they  also  involved, 
in  the  particular  context  of  boom  and  recession,  large 
government  expenditures  on  food  subsidies,  and  a 
demand  for  imports  in  excess  of  what  could  be  supported 
by  export  earnings.  And  investment  by  the  private 
sector  in  manufacturing  enterprises  has  substantially 
failed  in  quite  favourable  circumstances.  It  is  against 
these  considerations  that  the  policies  of  redirection  of  the 
economy  taking  shape  in  1953  should  be  judged. 

CONCLUSION 

The  steady  fall  in  reserves  which  has  been  the  most 
notable  feature  in  the  past  two  years  cannot  be  attributed 
to  any  single  factor  in  either  private  or  government 
spending.  Nevertheless,  falling  reserves  and  an  adverse 
balance  of  payments  do  indicate  that  the  dual  objective 
of  maintaining  consumption  levels  and  development 
expenditure  together  is  not  compatible  with  a  satisfactory 
balance  of  payments.  Either  or  both  could  have  been 
cut;  in  fact  the  government  has  decided  to  mainain 
expenditure  on  development  and  social  services,  and  to 
cut  consumption  levels  by  doing  away  with  food  sub¬ 
sidies  and  increasing  tax  rates.  The  changes  in  dis¬ 
posable  income  will  be  somewhat  unevenly  distributed; 
for  example,  purchasers  of  rice  are  affected  by  the  higher 
average  priee  of  rice,  while  producers  suffer  because  the 
price  of  home-produced  rice  has  fallen  sharply.  And 
for  wage-earners  the  effect  is  a  fall  in  real  rather  than 
in  money  incomes,  since  changes  in  wage  rates  and  the 
link  between  them  and  the  cost  of  living  index,  do  not 
entirely  compensate  for  movements  in  prices. 
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The  impact  of  this  change  in  policy  may  not  show 
itself  as  any  substantial  reduction  in  rice  imports;  the 
effect  on  imports  may  be  somewhat  roundabout,  falling 
real  incomes  and  increasing  absorption  of  money 
incomes  by  food  purchases  being  reflected  in  reduced 
purchases  of  other  goods.  But  the  pressure  on  con¬ 
sumption  levels  of  the  new  policy — a  policy  of  allowing 
forces  formerly  working  on  the  foreign  reserves  now 
to  work  on  real  incomes  instead — will  be  softened  to 
some  extent  by  current  improvements  in  the  terms  of 
trade,  and  particularly  by  the  fall  in  the  price  of  imported 
rice  resulting  from  the  new  agreements  with  Burma  and 
mainland  China. 

In  spite  of  the  increased  tax  rates  in  the  new 
budget,  the  government  is  seeking  the  co-operation  of 
private  investors  in  maintaining  a  high  level  of  invest¬ 
ment.  So  far  private  investors  have  mainly  concentrated 
on  building  and  to  a  much  less  extent  on  agriculture, 
where,  however,  some  investment  has  taken  the  form  of 
purchases  of  estates  from  foreign  owners.  It  is  pro¬ 
posed  to  appoint  a  commission  of  enquiry  into  the  tax 
structure  as  a  whole,  and  meanwhile  to  offer  certain 
further  incentives  to  investment  in  some  branches  of 
agriculture  and  industry.  Such  measures  have  had  little 
success  in  the  immediate  past,  but  they  may  help  to 
sustain  a  somewhat  timid  spirit  of  enterprise  in  face  of 
the  present  readjustment  of  expenditure  to  levels  more 
in  keeping  with  current  export  earnings. 

New  development  outside  the  social  and  educational 
field  appears  to  be  taking  three  main  physical  forms,  all 
in  consonance  with  the  priorities  suggested  by  the  Inter¬ 
national  Bank  for  Reconstruction  and  Development 
Mission  in  1952;  first,  extension  of  public  utilities, 
especially  hydro-electric  schemes  and  power  trans¬ 
mission;  second,  increased  agricultural  production, 
together  with  some  diversification,  based  partly  on  the 
growth  of  better  quality  and  higher-yield  plants,  and 
partly  on  the  opening  up  of  the  new  lands;  third,  a 
diversification  of  industry,  partly  for  the  production  of 
consumer  goods  needed  in  Ceylon,  but  also  with  some 
stress  on  such  products  as  cement  and  chemicals  which 


are  needed  for  the  support  of  both  agricultural  and 
industrial  production.  All  these  lines  of  development 
are  satisfactory,  both  for  long-term  development  and 
in  the  sense  that  they  are  capable  of  saving  or  earning 
foreign  exchange.  However,  in  the  field  of  industrial 
production,  Ceylon  has  met  with  some  discouraging 
experiences,  while  in  agriculture  intensified  cultivation 
may  run  into  serious  problems  of  soil  conservation. 

Thus  much  of  the  outline  of  development  in  the 
immediate  future  is  already  determined.  The  questions 
of  planning  are  largely  those  of  adjusting  priorities  and 
programmes  to  accord  with  available  financial  resources, 
and  to  mobilize  these  resources  as  completely  as  may  be. 

How  far  it  will  be  possible  to  make  an  immediate 
success  of  a  current  policy  which  apparently  involves 
increases  in  investment  of  both  the  public  and  private 
sectors  depends  essentially  upon  reactions  to  the  price 
changes  consequent  on  the  budget.  There  is  no  reason 
to  expect  a  wage  price  spiral  to  develop  since  the  effect 
of  present  measures  on  real  wages  is  not  great  and 
cannot  be  regarded  as  a  serious  source  of  pressure. 
On  the  other  hand,  the  investment  programme  depends 
upon  a  flow  of  saving  from  the  private  sector  to  cover 
not  only  investment  in  the  sector,  but  also  the  govern¬ 
ment’s  net  cash  operating  deficit.  The  budget  itself 
will  result  in  some  reduction  of  profit  margins  in  pro¬ 
duction  and  trade  in  export  commodities,  and  in  the 
case  of  rubber  this  reduction  will  be  overshadowed  by 
the  much  larger  reduction  resulting  from  lower  prices 
for  exports  to  mainland  China.  While  such  factors  tend 
to  reduce  the  pool  of  profits  from  which  a  large  volume 
of  private  saving  must  be  derived,  a  return  to  the  policy 
of  financing  the  government  deficit  by  expansion  of 
bank  credit  would  destroy  the  stabilizing  effect  of  the 
present  measures.  At  the  best,  immediate  equilibrium 
is  not  expected  between  total  incomes  and  expenditures 
and  the  foreign  reserves  are  expected  to  fall  nearly  to 
the  level  thought  to  be  a  comfortable  working  balance. 
Thereafter,  the  development  programme  will  have  to  be 
financed  entirely  by  domestic  savings,  except  as  foreign 
aid  or  loans  can  be  arranged. 


Chapter  8. 
CHINA:  Taiwan' 


INTRODUCTION 

Before  1945  under  the  Japanese  occupation,  the 
Taiwan  economy  was  developed  to  export  sugar,  rice, 
salt  and  other  primary  products  in  exchange  for  Japanese 
manufactured  goods  and  fertilizers.  The  island,  which 
suffered  severe  losses  from  allied  air  bombings  during 
the  war,  was  returned  to  the  Republic  of  China  late  in 
1945.  Rehabilitation  was  slow  in  the  early  post-war 
years  owing  mainly  to  difficulties  in  replacing  or  repair¬ 
ing  damaged  plant  and  to  the  shortage  of  fertilizers 
indispensable  to  the  production  of  rice  and  sugar.  Since 
late  1949,  when  the  National  Government  of  the  Republic 
of  China  removed  to  the  island,  development  has  been 
facilitated  by  the  influx  of  technical  personnel  and  capital 
equipment  from  the  mainland  and  by  economic  aid  from 
the  United  States  Government. 

Emphasis  has  fallen  on  rice  production  at  the 
expense  of  sugar,  on  account  of  the  substantial  increase 
in  population  consequent  on  migration  from  the  main¬ 
land  and  the  relatively  high  price  of  rice.  So  by 
1949/50  cereal  production  was  higher  than  before  the 
war,  even  though  total  agricultural  production  was  still 
far  below  the  pre-war  level  in  1951/52.  However, 
per  capita  cereal  production  in  1951/52  was  still  much 
lower  than  before  the  war.  Industrial  production  has 
more  than  doubled  since  1948,  with  textiles,  electricity 
and  fertilizers  making  the  largest  advances. 

Inflation,  although  partly  absorbed  by  a  large  import 
surplus  financed  by  United  States  Aid,  has  continued 
until  recently.  It  was  due  mainly  to  the  large  budget 
deficit  resulting  from  defence  expenditure. 

PRODUCTION  AND  DEVELOPMENT 
Agricultural  production 

Taiwan  has  55  per  cent  of  its  population  engaged 
in  agriculture.^  The  arable  land  is  located  mostly  along 
the  coastal  belt  of  the  island.  Since  the  soil  is  deficient 
in  organic  matter,  agriculture  requires  the  use  of  chemical 
fertilizers,  and  the  seasonal  concentration  of  rainfalls 
makes  irrigation  necessary. 


1.  For  mainland  China  see  article  on  “Economic  developments  in 
mainland  Chinn,  1949-53”,  in  Ecotiomie  Bulletin  for  Asia  and  the 
Far  East,  vol.  IV,  No.  3,  November  1953,  pp.  17-31. 

2.  ExcludinK  the  armed  forces  of  over  half  a  million,  the  total  popula¬ 
tion  in  1952  was  8.13  million. 


The  main  export  crops  are  sugar  cane,  tea  and 
fruit;®  the  rice  and  sweet  potato  crops  are  chiefly  for 
domestic  consumption,  although  a  small  portion  of  rice 
is  exported.  Rice  and  sugar  cane  are  the  two  major 
crops,  rice  being  grown  on  60  per  cent  of  the  total 
cultivated  area  in  1950.^  Sugar  exports  have  accounted 
for  between  one  half  and  two  thirds  of  total  export 
earnings  in  recent  years. 

Agricultural  production  suffered  a  great  decline 
owing  to  the  war  dislocation  and  shortage  of  fertilizer 
which  used  to  be  imported  from  Japan.“  In  1945  sugar 
cane  production  was  only  one  third,  and  rice  production 
less  thati  one  half,  the  peak  of  production  in  1938. 

Agricultural  rehabilitation  and  development  has 
mainly  involved  greater  use  of  fertilizers  and  construc¬ 
tion  or  repair  of  irrigation  works.  The  agrarian  form, 
initiated  in  1949,  has  provided  incentives  towards  higher 
production. 

From  October  1945  to  the  end  of  1952,  145,420 
metres  of  dykes  were  built®  and  63,000  hectares  of  new 
land  irrigated,  representing  over  7  per  cent  of  the 
total  cultivated  area  (876,100  hectares).  In  addition, 
irrigation  facilities  on  238,000  hectares  of  land  w^ere 
repaired. 

Application  of  chemical  fertilizers  to  rice  land, 
accounting  for  four  fifths  of  ail  fertilizers  used,  increased 
nearly  five  times  between  1946  and  1952,  The  increase 
per  hectare  during  the  same  period  was  from  0.13  to  0.46 
ton  and  was  the  main  cause  of  the  increase  in  yield 
of  paddy  per  hectare  from  1.59  to  1.99  tons. 

The  index  of  cereal  production  stood  at  73  per  cent 
of  pre-war  in  1946/47,  exceeded  pre-war  in  1949/50  and 
was  18  per  cent  above  pre-war  in  1951/52.  In  1952 
rice  production  exceeded  the  pre-1945  peak  by  12  per 
cent.  However,  per  capita  cereal  production  from 
1949/50  to  1951/52  was  still  about  27  per  cent  below 
pre-war. 


3.  Especially  bananas,  pineapples  and  citrus  fruits. 

4.  Taiuan  AgrUuHural  Yearbook,  1C51  edition,  p.  8. 

5.  Fertilizer  applied  to  rice  fields,  amountinj?  to  389,000  tons  in  1938, 
fell  to  less  than  2,000  tons  in  1945.  During  the  period  of  Japanese 
occupation  (1895-1945)  irrigation  works  were  constructed  to 
irrigate  562,000  hectares  of  land.  As  a  result  of  war  damage  and 
lack  of  repairs,  irrigation  facilities  on  42  per  cent  of  the  irrigat¬ 
ed  land  (238.000  hectares)  were  destroyed. 

G.  419,513  metres  of  dykes  were  built  between  1895  and  1945.  The 
annual  average  of  dikes  built,  8,22G  metres,  compares  with  the 
average  of  20,774  metres  built  under  the  Chinese  Government  in 
po.st-war  years. 
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Original 
K.15  million 


K.25  million 


more  than  50  per  cent 
until  recently 

delete  "which  is  not  much 

it  occupies  over  90  million 
people  in  India  or  nearly  70 
per  cent  of  the  labour  force 

full  existing  capacity 

1946  =  100 


Correction 
K.  1.5  million 


K.  2.5  million 


less  than  50  per  cent 


in  1953 


into  effect" 


it  accounts  for  nearly  70  per 
cent  of  the  population 


full  use  of  existing  capacity 

1948  »  100 

Central  Government 

^  Figures  relate  to  the  last 
Friday  in  March. 


delete  "government  control  . Moreover," 


1  million  in  1951 


1  million  in  1952 


surplus  in  visible  accounts  surplus  in  invisible  accounts 
delete  the  paragraph 


1953/54  under  Balance  (in¬ 
cluding  state  trading)  -535.3 

at  the  end  of  the  year 

there  is  evidence 


1953/54  under  Balance  (in¬ 
cluding  state  trading)  -480.8 

during  the  year 

there  is  no  evidence 


a/  United  Nations  Publication,  Sales  No.  1953.  H.  F.  8.  See  also  Economic  Bulletin  for  Asia  and  the  Far  East. 
Vol  rv.  No.  4,  February  1954. 
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Production  of  sugar  cane  followed  a  different 
course.  Two  thirds  of  the  planted  area  were  reserved 
in  1946  and  1947  for  replanting,  and  production  during 
this  period  was,  therefore,  reduced  below  the  already  low 
level  of  1945.  In  1948  and  1949,  production  increased 
sharply,  chiefly  because  of  this  replanting.  Output  of 
sugar  cane  reached  a  post-war  peak  of  6.2  million  tons 
in  1948/49  which  was  about  50  per  cent  higher  than 
the  1944/45  level.  However,  the  large  output  coincided 
with  the  loss  of  sugar  markets  on  the  mainland  and  the 
imposition  of  strict  export  and  exchange  control.  Sugar 
prices  thus  fell  considerably.  Moreover,  the  large  inward 
movement  of  population  from  the  mainland  raised 
demand  for  and  prices  of  rice  substantially  while  rice 
prices  in  the  world  market  were  also  rising.  Thus  the 
price  ratio  betw'een  sugar  and  rice  fell  from  2.4:1  in 
1948  to  0.6:1  in  1949,*  and  a  part  of  land  under  sugar 
cane  plantation  tended  to  be  shifted  to  rice  production. 
The  area  under  sugar  fell  considerably  in  1950/51  and 
output  was  only  a  little  more  than  one  half  of  that  in 
1948/49. 

In  order  to  keep  the  income  of  sugar  cane  growers 
from  falling  drastically  and  to  maintain  foreign  exchange 
earnings,  the  government  guaranteed  a  minimum  price 
ratio  of  1:1  between  sugar  and  rice,  any  difference  being 
made  up  by  subsidy.  No  subsidy  was  necessary  in 
1950/51,  and  rising  prices  caused  by  the  Korean  war 
boom  led  to  larger  planting  so  that  the  area  under  sugar 
cane  was  20  per  cent  above  that  in  the  previous  year. 
Output  also  increased,  though  still  remaining  below  the 
1948/49  peak.  From  early  1952,  rice  prices  rose  rapidly 
while  sugar  prices  fell  again  and  the  government  was 
obliged  to  pay  subsidies  to  sugar  cane  growers.  Since 
1  December  1953,  the  fixed  ratio  of  1:1  has  been  dis¬ 
continued  and  replaced  by  a  price-guarantee  to  the  sugar 
cane  farmers.^ 

1.  Mniket  price  ralio  for  unit  weights  of  second  grade  sugar  and 
white  rice.  See  K.  Y.  Yin,  “Price  ratio  between  rice  and  sugar  in 
Taiwan”,  in  My  View  of  the  Taiwan  Economy  (in  Chinese), 
pp.  53-54. 

2.  Fanners  are  guaranteed  a  price  for  sugar  cane  equivalent  to 
NT.$1,400  per  ton  sugar.  Any  fall  of  the  posted  buying  prices  of 
the  Taiwan  Sugar  Corporation  below  the  guaranteed  price  is  made 
good  by  a  government  subsidy. 


Owing  mainly  to  the  low  level  of  sugar  production 
(even  the  1948/49  peak  was  only  one  half  of  the  pre¬ 
war  peak),  which  offset  the  substantial  increase  in  cereal 
production,  the  index  of  agricultural  production  in 
1951/52  was  still  11  per  cent  below  its  level  before  the 


Since  1949  three  measures  of  land  reform  have 
improved  the  lot  of  the  farmer  and  provided  incentives 
for  increasing  agricultural  production. 

The  first  measure,  put  into  operation  early  in  1949 
and  fully  applied  by  the  end  of  1950,  was  the  reduction 
of  rent  payments  to  the  landlords  to  a  maximum  of  37.5 
per  cent  of  the  main  crop  yield,  as  compared  with 
around  50  per  cent  previously.  When  the  rent  was 
already  below  the  maximum,  no  increase  was  permissible. 

While  some  of  the  tenant  farmers’  income  saved  by 
rent  reduction  was  spent  on  food  consumption,  the 
greater  part — 69  per  cent  in  the  second  half  of  1949  and 
72  per  cent  in  the  first  half  of  1950 — was  spent  on  the 
purchase  of  fertilizers,  cattle,  farm  implements  and 
similar  goods. 

Rent  reduction  also  contributed  to  the  fall  in  the 
price  of  tenanted  land  by  33-50  per  cent  in  1951,  as 
compared  with  1948.  It  increased  landlords’  willingness 
to  dispose  of  their  land,  and  purchases  by  tenants  totalled 
26,500  hectares  up  to  the  end  of  April  1953. 

The  second  measure  of  reform,  put  into  operation 
in  July  1951,  was  to  increase  the  number  of  owner- 
farmers  by  the  sale  of  public  farmland.  About  176,000 
hectares  of  public  farmland,  20  per  cent  of  the  total 
cultivated  land,  is  available  at  a  price  of  2.5  times  the 
annual  yield  of  the  main  crops,  to  be  paid  in  ten  annual 
installments.  So  far  53,000  hectares  of  land  have  been 
sold.  All  revenue  from  land  sale  is  to  be  paid  into  a 
special  fund  for  assisting  owner-farmers. 


war. 

Land  reform 


TABLE  14 

CHINA:  AGRICULTURAL  PRODUCTION  IN  TAIWAN 


Thousand  tons 


Pre-1945 

peak 

1945 

1951 

1952 

1953a 

Rice  . 

1,402  (1938) 

639 

1,485 

1,570 

1,654 

Sweet  potatoes  . 

1,770  (1937) 

1,165 

2,090 

2.064 

Sugar  cane  . 

12,835  (1938) 

4,159 

3,585 

4,801 

8,348 

Tea  . 

1  17.2  (1917) 

1.4 

10.5 

11.6 

11.6 

Fruit'' . 

1  304' 

67 

179 

198 

184 

Source:  Bureau  of  Accounting  and  Statistics.  Taiwan  Provincial  a.  Estimated  figures.  Ministry  of  Economic  Affairs. 

Government. 

b.  Including  bananas,  pineapples  and  citrus  fruits. 

.Vote;  Figures  relate  to  calendar  years  e.xcepting  those  for  sugar  cane 

which  relate  to  the  crop  year  ending  in  the  year  stated,  and  are  c.  1937  for  bananas,  1939  for  pineapples,  and  1941  for  citrus  fruits, 

not  striitly  comparable  with  statistics  presented  in  infra,  special 
table  A,  section  on  "Asian  Economic  Statistics”. 
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The  third  measure  came  into  force  in  February 
1953.  It  prescribes  the  maximum  amount  of  land  on 
lease  which  may  be  retained  by  a  land  owner.  All  land 
above  the  maximum  is  to  be  taken  over  for  sale  to  the 
tenants,  on  terms  the  same  as  those  fixed  for  the  sale 
of  public  farmland.  The  land  owners  are  to  receive  70 
per  cent  of  the  compensation  in  land  bonds  redeemable 
in  kind  and  30  per  cent  in  stocks  of  government- 
operated  enterprises.  The  area  of  land  for  sale  to  tenants 
under  this  act  is  estimated  to  be  162,500  hectares  (of 
which  137,000  hectares  are  paddy  land),  or  19  per  cent 
of  the  total  cultivated  land. 

Industrial  production 

Under  Japanese  occupation  local  industries  largely 
processed  agricultural  products,  especially  sugar,  or 
catered  to  local  demand  for  coal,  power,  cement,  paper 
and  pulp  and  cigarettes.  The  island  depended  upon 
imports  from  Japan  for  clothing  material  and  fertilizers. 
When  the  Government  of  the  Republic  of  China  took 
over  the  industries  in  1945  war  damage  had  drastically 
reduced  production  to  a  point  varying,  in  terms  of  the 
pre-1945  peak,  from  under  10  per  cent  for  chemical 
fertilizers,  sugar,  and  paper  and  pulp,  to  15  per  cent 
for  salt,  about  30  per  cent  for  cement,  coal  and  electricity, 
and  about  40  per  cent  for  cigarettes.' 

Industrial  rehabilitation  and  development,  facilitated 
by  external  aid,  has  been  rapid  and  substantial,  gaining 
momentum  after  1949.  A  grant  of  $1.6  million  from 
the  United  Nations  Relief  and  Rehabilitation  Administra¬ 
tion  (UNRRA)  in  1946-47  helped  the  Taiwan  Cement 
Corporation  to  get  on  its  feet.  The  United  States 
Government,  through  its  EGA,  MSA  and  FOA  pro¬ 
grammes,  has  assisted  Taiwan  industries,  particularly 
power,  chemical  fertilizers,  and  cotton  textiles,  in  expand¬ 
ing  their  capacity  and  output.  Imports  of  capital  goods 
were  comparatively  large  in  1949  and  1951  and  govern¬ 
ment  investment  has  been  stepped  up  since  1952. 

The  index  of  industrial  production  in  the  first  nine 
months  of  1953  was  more  than  double  that  in  1948.  The 


1.  The  Structure  of  Taiwan  Economy  (Bureau  of  Accounting  and 
Statistics,  Taiwan  Provincial  Government.  1963). 


greatest  expansion  was  in  the  textile  industry,  production 
in  which  was  negligible  before  the  island  was  restored 
to  Chinese  rule;  it  rose  fivefold  from  1948  to  September 
1953.  In  several  other  industries  the  pre-1945 
peak  was  surpassed.  Thus  by  1952,  output  of  elec¬ 
tricity  was  20  per  cent  higher,  that  of  cigarettes 
doubled,  and  that  of  fertilizers  four  times  as  high.  How¬ 
ever,  production  of  sugar,  salt  and  paper  and  pulp  was 
still  considerably  below  the  pre-1945  peak. 

Most  major  industries  in  Taiwan  today,  e.vcept 
cotton  textiles,  coal,  sulphur  and  tea,  are  public  enter¬ 
prises.  Factories  owned  by  Japanese  nationals  were 
taken  over  by  the  Government  of  the  Republic  of  China 
at  the  end  of  the  war,  and  some  of  them,  including 
printing  houses,  match  and  food  factories  and  some  60 
coal  mines,  were  sold  to  private  owners,  while  the  rest 
were  grouped  under  the  management  of  16  public  cor- 
porations.2  Subsequently,  9  more  public  corporations 
were  established.® 

The  Four -Year  Plan 

Since  1949  the  economy  of  Taiwan  has  borne  the 
strain  of  supporting  the  military  and  civilian  administra¬ 
tion  of  the  central  government,  alleviated  to  some  extent 
by  military  and  economic  aid  from  tbe  United  States 
Government.  Despite  the  increase  in  domestic  product 
supplemented  by  a  sizeable  amount  of  donations  from 
abroad,  per  capita  disposable  income  in  1952  was  still 
9  per  cent  below  that  in  1937,  following  a  rapid  increase 
in  population  (see  table  15j.  Since  United  States  aid 
may  eventually  cease,  Taiwan  has  been  engaged  since 
the  beginning  of  1953  in  a  Four-Ye.ar  Plan  for  Economic 
Self-Sufficiency,  which  is  directed  mainly  to  increasing 
production  of  rice,  chemical  feitilizers  and  power. 
Economic  aid  from  the  United  States  is  still  needed,  but 
it  is  thought  that  it  can  be  gradually  reduced  and  by 
1957  may  no  longer  be  necessary.  The  general  co¬ 
ordination  and  review  of  the  plan  is  the  responsibility  of 
the  Economic  Stabilization  Board  established  on  1  July 
1953. 

2.  These  cover  petroleum,  power,  aluminium,  gold  and  copper, 
machinery,  shipbuilding,  cement,  salt,  alkalies,  fertilizers,  paper 
and  pulp,  sugar,  tobacco  and  wine,  camphor,  etc. 

3.  These  cover  coal,  steel,  agricultural  chemicals,  ammonium  sulphate, 
textiles,  tea,  pineapples,  fishery  products  and  animal  husbandry. 


TABLE  15 

CHINA:  ESTIMATES  OF  NATIONAL  INCOME  IN  TAIWAN 


Million  Tainan  yuan  at  19i7  prices 


1937 

1949 

1950 

1951 

1952 

Net  domestic  product  . 

842 

717 

760 

769 

807 

Net  income  from  abroad  . 

—118 

57 

33 

85 

153 

Net  national  disposable  income . 

724 

775 

793 

854 

960 

Population  (in  million)  . 

5.6 

7.1 

7.6 

7.7 

8.1 

National  disposal  income  per  capita  (in  1937  Taiwan  yuan)  . . 

129 

109 

104 

111 

120 

Source.-  Bureau  of  Accounting  and  Statistics.  Provincial  Government 
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EXTERNAL  TRADE  AND  PAYMENTS 
The  importance  of  United  States  Aid 

Since  the  arrival  of  the  National  Government,  the 
island  has  experienced  considerable  trade  deficits  varying 
between  one  third  and  four  fifths  of  total  export  earnings. 
They  have  been  especially  large  since  1952,  and  have 
been  financed  primarily  by  United  States  Aid.‘ 

Imports  financed  by  United  States  Aid,  accounting 
for  less  than  40  per  cent  of  value  of  total  imports  in 
1952  and  about  45  per  cent  in  the  first  half  of  1953, 
consisted  principally  of  chemical  fertilizers,  foodstuffs 
(beans  and  peas,  wheat  flour),  raw  materials  (raw  cotton 
and  crude  petroleum),  cotton  piece  goods,  medicines  and 
drugs  and  capital  goods.  These  were  essential  not  only 
for  the  operation  and  expansion  of  agriculture  and 
industry  but  also  for  the  maintenance  of  the  consumption 
level. 

Commercial  imports  have  been  strictly  controlled  in 
order  to  balance  the  international  accounts. 

Exports 

Exports  have  increased  substantially  since  1949, 
with  the  expansion  of  production.  The  major  export 
commodities  are  sugar,  rice,  fruit,  tea,  tallow  and  wax, 
and  salt,  which  together  accounted  for  about  90  per  cent 
of  the  total  value  of  exports  during  1950-53.  Sugar, 
the  most  important,  accounted  for  about  four  fifths  of 
the  total  in  1950.  Its  share,  however,  fell  to  about  three 
fifths  in  1952,  and  rice,  exports  of  which  were  negligible 
in  1949,  accounted  for  4  per  cent  in  1950  and  as  much 
as  15  per  cent  in  1952  of  the  total  export  value.  During 
the  first  ten  months  of  1953,  sugar's  share  increased 
moderately,  while  the  share  of  rice  fell  considerably  to 
only  6  per  cent  of  the  total  value  of  exports. 

Sugar  exports,  amounting  to  (308,000  tons  in  1950, 
fell  to  a  low  point  of  284,000  tons  in  1951,  chiefly 
because  of  the  decline  in  production.  The  value  of 
sugar  exports  in  dollars,  however,  showed  a  lower 
proportionate  fall,  owing  to  the  exceptionally  low  prices 
of  sugar  in  1950  and  high  prices  in  1951.  Exports  of 
sugar  rose  again  to  460,000  tons  in  1952  and  to  an 
estimated  total  of  800,000  tons  in  1953,  as  production 
increased,  and  foreign  exchange  proceeds  from  sugar 
export  also  rose.  In  1953,  despite  the  fall  in  world 
sugar  prices  resulting  from  over-production,  the  exchange 
earnings  from  sugar  increased.  At  the  International 
Sugar  Conference  convened  by  the  United  Nations  in 
London  in  July  1953,  a  five-year  international  sugar 
agreement  effective  from  1954  was  signed  by  a  majority 
of  the  nations  attending,  Taiwan  being  assigned  an 
export  quota  of  600,000  tons.  Only  the  Cuban  quota 
was  larger. 


1.  In  1960  when  United  States  aid  was  less  than  the  total  trade  de> 
ficit,  the  deficiency  was  met  largely  by  sales  of  monetary  gold. 
For  details,  see  special  table  D  on  **Intemational  transactions,"  in 
infra,  section  on  Asian  Economic  Statistics. 


Rice  exports  rose  from  27,000  tons  in  1950  to 
85,000  tons  in  1951  and  105,0<)0  tons  in  1952,  as  a 
result  of  an  increase  in  production.  During  the  first  ten 
months  of  1953  they  fell  to  barely  28,500  tons. 

During  1952  the  government  of  the  Republic  of 
China  increasingly  permitted  private  traders  to  surrender 
their  export  proceeds  at  the  rate  of  NT$15.55  to  the 
dollar  as  compared  with  the  otficial  rate  NT$10.25  to 
the  dollar  in  order  to  encourage  exports.  A  good  many 
public  enterprises  were  also  authorized  to  exchange  a 
part  or  whole  of  their  export  proceeds  at  the  higher  rate. 
Since  January  1953  all  export  earnings  by  private  traders 
or  public  enterprises  have  been  exchanged  at  the  higher 
rate,  with  the  notable  exception  of  sugar  and  rice,  for 
which  20  per  cent  of  the  proceeds  are  still  sold  at  the 
official  rate. 

PUBLIC  FINANCE  AND  INFLATION 

Although  Taiwan  was  restored  to  China  in  1945, 
the  exchange  rate  between  the  Taiwan  yuan  or  dollar  and 
the  fapi  on  the  mainland  was  adjusted  from  time  to  time 
in  accordance  with  market  conditions,  thus  isolating  the 
Taiwan  dollar  from  the  hyper-inflation  on  the  mainland. 
However,  inflation  also  developed  in  Taiwan  in  the  early- 
post-war  years,  mainly  because  of  the  low  level  of 
production  and  the  general  scarcity  of  consumer  goods. 

In  1949,  when  the  National  Government  of  the 
Republic  of  China  moved  to  Taiwan,  the  island  was 
faced  not  only  with  a  new  influx  of  population  requiring 
more  consumer  goods,  but  also  with  the  need  to  finance 
a  national  army  and  administration  in  addition  to  pro¬ 
vincial  and  local  governments,  and  a  new  wave  of 
inflation  developed. 

The  first  major  step  by  the  government  was 
monetary  reform  in  June  1949,  which  replaced  the  Taiwan 
dollar  by  the  new  Taiwan  yuan  or  dollar  at  the  rate  of 
NTSl  =  T$40,000  and  fixed  a  maximum  limit  of  note 
issue  at  NTS  200  million.  This  limit,  equivalent  to  S40 
million  at  the  then  official  rate  of  exchange  of  NTS  5 
to  the  dollar,  was  backed  by  100  per  cent  reserve  in 
gold  and  foreign  exchange. 

When  the  new  Taiwan  dollar  was  introduced,  there 
was  in  circulation  a  note  issue  of  TS1,740,000  million, 
equivalent  to  NTS  44  million.  At  the  end  of  1949,  the 
total  note  issue  reached  NTS  198  million,  approaching 
the  nominal  maximum.  During  1950-52,  the  note  issue 
further  increased,  at  an  average  annual  rate  of  about 
50  per  cent,  and  at  the  end  of  1952  it  was  3.5  times 
the  maximum  limit.  The  rapid  increase  in  note  issue 
was  mainly  due  to  large  borrowing  by  the  National 
Government  from  the  Bank  of  Taiwan  on  account  of 
large  budget  deficits,  amounting  to  NTS  400  million  in 
1950,  or  40  per  cent  of  the  total  current  revenue. 
Defence  expenditure  which  accounted  for  three  quarters 
of  the  total  current  government  expenditure  in  1950 
was  the  major  cause  of  the  deficit. 
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However,  as  a  result  of  tax  reform,  sale  of  surplus 
goods  from  the  mainland,  and  sale  of  bonds  and  lottery 
tickets,  the  deficit  was  reduced  in  1951.  Meanwhile, 
United  States  Government  Aid  increased,  financing  the 
major  part  of  the  deficit  since  1951. 

Revenue  from  transaction  and  consumption  taxes 
(including  customs  duty),  which  accounted  for  about 
one  half  of  the  total  current  revenue,  increased  consi¬ 
derably  after  1950.  A  new  surtax,  the  defence  surtax, 
collected  since  1952  as  30  per  cent  of  the  income  tax, 
land  tax,  business  tax  and  many  other  taxes  (excluding 
customs  duty  and  commodity  tax),  brought  in  a  revenue 
of  NT$  199  million,  equal  to  about  40  per  cent  of  the 
customs  duty  for  the  year. 

On  the  other  hand,  a  substantial  credit  expansion 
during  1951  and  1952  coupled  with  the  budget  deficit 
contributed  to  monetary  expansion  which  continued  in 
spite  of  large  United  States  aid  imports.  However, 
owing  partly  to  the  considerable  increase  in  domestic 
production  and  partly  to  the  general  stability  or  even 
the  fall  in  world  commodity  prices  the  wholesale  price 
index  declined  slightly  and  the  cost  of  living  index  was 
stable  from  April  to  November  1952. 

During  the  first  nine  months  of  1953,  monetary 
expansion  continued  as  evidenced  by  the  increase  of 
NT$  318  million  in  total  money  supply.  As  United 
States  aid  imports  exceeded  the  estimated  budget  deficit, 
this  would  indicate  a  substantial  credit  expansion.  Both 
the  indices  of  wholesale  price  and  the  cost  of  living  rose 
by  as  much  as  20  per  cent  during  this  period  (see  chart 
17). 

In  April  there  was  a  sharp  rise  in  rice  prices,^ 
which  while  partly  seasonal,  was  caused  by  a  number 
of  factors  including  speculative  movements  following 
the  deneutralization  announcement  by  the  United  States 
Government,  and  the  excessive  rainfall  in  April  and  May 
which  caused  the  rice  harvest  in  certain  parts  of  the 
island  to  be  delayed.  The  Provincial  Food  Bureau 
exerted  closer  control  over  surplus  rice  stocks  and  distri¬ 
bution,  and  resumed  rice  rationing  in  several  cities  in 
May,  while  reducing  the  price  for  rationed  rice.  Rice 


prices  fell  in  consequence,  but  in  October  were  still 
substantially  higher  than  in  March. 

CONCLUSION 

The  economic  problems  of  Taiwan  arise  chiefly 
from  the  sudden  increase  of  population  (which  increased 
by  some  40  per  cent  between  1937  and  1952)  and  from 
the  fact  that  too  large  a  proportion  of  the  labour  force 
is  occupied  in  non-productive  activities,  mainly  military. 
Domestic  production  cannot  meet  domestic  demand  for 
consumption  and  investment  without  prices  rising  and 
controls  are  necessary;  considerable  foreign  aid  is  still 
required.  Thus,  while  in  1937  Taiwan  invested  abroad 
14  per  cent  of  its  net  domestic  product,  in  1952  despite 
the  receipt  from  abroad  of  an  amount  equivalent  to  19 
per  cent  of  its  net  domestic  product,  it  had  still  a  slightly 
lower  per  capita  income.  If  United  States  aid  should 
decline  in  the  future,  considerable  adjustment  in  the 
economy  would  be  necessary.  This  adjustment  is  the 
main  objective  of  the  present  Four-Year  Plan. 


Chart  17 

CHINA  :  INDEX  NUMBERS  OF  WHOLESALE  PRICES  AND 
COST  OF  LIVING  IN  TAIPEI  Jon- Jun  1950*  100 


1.  The  wholesale  price  index  of  first  quality  rice  in  Taipei  (Jan.* Jun. 
1950=100)  rose  from  the  monthly  average  of  193  in  March  to  234 
in  April  and  295  in  May. 


TABLE  16 

CHINA:  SELECTED  INDICATORS  OF  INFLATION  IN  TAIWAN 

Million  New  Taiwan  yuan 


1950 

1951 

1952 

1953 

Jan-Sep 

Budget  deficit . 

—526 

—452 

—799 

—636® 

Net  imports  of  ECA/MSA/FOA  supplies . 

181 

500 

765 

889 

Changes  in  bank  loans**  . 

i  45 

192 

353 

Changes  in  money  supply** . 

1  386 

100 

339 

3i8 

Wholesale  price  index  (Jan-Jun  1950  =  100)<* 

1  111 

183 

225 

241 

Cost  of  living  indev  (Jan-Jun  1950  — lOOW . 

1  106 

139 

179 

209 

Source:  Chinese  Maintime  Customs,  Bureau  of  Accounting  and  Statis*  c  Changes  between  beginning  and  end  of  the  years  stated:  in  the 

tics  of  Taiwan  Provincial  Government,  and  Bank  of  Taiwan.  case  of  1953  the  change  between  September  1952  and  September 


1300  it»  Known. 

a.  Three  quarters  of  the  budgeted  deficit  for  fiscal  year.  d.  Average  of  the  period. 

b.  All  banks  except  Bank  of  Taiwan. 


Chapter  9* 
HONG  KONG 


INTRODUCTION 

Hong  Kong’s  economy  depends  primarily  on  its 
entrepot  trade.  With  an  area  of  391  square  miles  and 
a  population  of  2.25  million,  it  ranked  fifth  in  1950 
among  ECAFE  countries  in  total  value  of  trade,  those 
with  larger  trade  being  China  (mainland  and  Taiwan), 
Japan,  India  and  Malaya.  With  deep  water  wharves, 
speed  in  turning  round  ships  and  repairing  them, 
excellent  storage  facilities,  low  port  dues  and  handling 
charges,  and  duty-free  entry  of  most  goods,  it  has 
served  as  an  important  distributing  centre  in  the  trade 
between  China,  South-East  Asian  countries  and  the  rest 
of  the  world.  Continuous  political  stability,  excellent 
banking  and  insurance  services  and  the  existence  of  a 
more  or  less  free  exchange  market  have  also  facilitated 
its  entrepot  trade. 

Agriculture  is  unimportant,  as  the  countryside  con¬ 
sists  mainly  of  mountains  and  hills  and  very  little  of 
it  is  suitable  for  cultivation.  The  colony  depends  on 
imports  for  its  staple  foodstuffs.  There  exist  some  light 
industries  producing  chiefly  for  export,  and  accounting 
for  about  one-quarter  of  total  exports. 

EXTERNAL  TRADE 
Change  in  the  trade  level 

The  level  of  trade  increased  rapidly  after  the  end 
of  the  war  as  most  of  the  countries  with  which  it  traded 
recovered.  However,  trade  with  China  (mainland  and 
Taiwan),  which  accounted  for  about  two-fifths  of  Hong 
Kong’s  total  trade  in  pre-war  years,  recovered  much 
more  slowly  than  that  with  most  other  countries,  chiefly 
because  of  the  internal  disturbance  and  economic  dis¬ 
location  in  China;  it  was  only  about  one-fifth  of  Hong 
Kong’s  total  trade  in  early  post-war  years. 

The  total  value  of  trade  reached  a  peak  during  the 
commodity  boom  in  1950/51.  While  the  tonnage  of 
trade  increased  considerably  in  1950,  thus  attaining  its 
highest  level  of  post-war  years,  the  total  value  of  trade 
reached  the  peak  of  HK$  9,350  million  in  1951,  as  a 
result  of  a  substantial  rise  in  world  prices.  In  1952, 
both  total  value  and  total  tonnage  of  trade  decreased 
but  the  rate  of  decrease  in  the  former,  30  per  cent,  was 
greater  than  that  in  the  latter,  reflecting  a  general  fall 
in  world  prices,  especially  of  raw  materials. 

Since  late  1952,  owing  chiefly  to  the  gradual 
depletion  of  stocks,  imports  began  to  increase,  but 


exports  remained  at  a  low  level  owing  mainly  to  a 
reduction  in  purchases  by  several  Asian  countries  which 
tightened  their  import  control  on  account  of  balance  of 
payments  difficulties. 

The  pattern  of  trade 

Hong  Kong’s  trade  traditionally  consists  of  an 
exchange  of  raw  materials  of  the  Far  East  with  the 
manufactured  commodities  of  Western  Europe  and  North 
America.  It  is  mainly  entrepot  trade,  but  a  large  part 
of  cereal  imports  is  for  local  consumption,  while  locally 
manufactured  textiles  and  other  consumer  goods  form 
an  important  part  of  exports. 

During  the  post-war  years,  Hong  Kong  had  a  trade 
surplus  with  ECAFE  region  excluding  Japan,  but  a  trade 
deficit  with  the  rest  of  the  world,  with  an  over-all  deficit 
which  was  partly  financed  by  net  receipts  from  port, 
banking  and  insurance  service.  Mainland  China,  the 
United  Kingdom,  Japan,  the  United  States  and  Thailand 
were  the  major  sources  of  imports  and  mainland  China, 
Indonesia,  Malaya  and  Thailand  were  the  major  destina¬ 
tions  of  exports. 

With  the  general  decline  in  total  value  of  trade 
since  mid-1952,  the  direction  of  trade  has  changed  sub¬ 
stantially.  Both  the  absolute  level  and  the  share  of 
trade  with  China  had  already  declined  on  account  of 
British  restrictions  and  United  Nations  embargo  on 
exports  of  strategic  materials  to  mainland  China  and 
counter-embargo  and  reorientation  of  trade  of  the  latter.' 
Trade  in  the  early  months  of  1952  was  also  affected  by 
a  “five-antis”2  campaign  carried  out  by  the  Chinese 
People’s  Government  among  merchants  and  industrialists, 
during  which  both  imports  from  and  exports  to  main¬ 
land  China  were  severely  curtailed.  Trade  with  main¬ 
land  China  fell  from  27  per  cent  of  total  trade  in  1951 
to  21  per  cent  during  the  ten  months’ of  1953. 

Trade  with  the  United  States  also  declined  consider¬ 
ably,  owing  to  severe  restrictions  imposed  by  the  United 
States  on  imports  presumed  to  be  of  Chinese  origin  and 
on  exports  destined  to  mainland  China.  Thus  the  total 
value  of  trade  with  the  United  States  during  1952 

1.  See  “Economic  Developments  in  mainland  China.  1949-53”, 
Economic  Bulletin  for  Aeia  and  the  Far  East,  November,  1953. 

2.  The  ‘five  antis’  or  "Wu  fan’  is  a  movement  amonft  industrialists 
and  traders  aftainst  (1)  bribery  of  Kovernment  workers.  (2)  tax 
evasion,  (3)  theft  of  State  property,  (4)  cheating  on  government 
contracts,  and  (5)  fraudulent  acquisition  of  economic  information 
for  private  speculation. 
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dropped  to  about  one-third  of  its  1950  level.  After 
lengthy  negotiation,  the  list  of  local  manufactures  which 
could  he  shipped  or  brought  by  tourists  to  the  United 
States  under  certification  of  origin  was  extended  in  May 
1953.  However,  value  of  exports  to  the  United  States 
during  the  first  nine  months  declined  further  and  was 
only  one-half  that  for  the  corresponding  period  in  1952. 

Trade  with  Japan  and  other  ECAFE  countries  also 
showed  substantial  changes  after  mid-1951.  Imports 
from  Japan  increased  considerably  in  1952,  while  exports 
to  Japan  fell,  resulting  in  a  big  trade  deficit  of  HK$  360 
million,  almost  double  that  in  1951.  This,  coupled  with 
the  adverse  balance  with  Japan  of  the  sterling  area  as 
a  whole,  made  it  necessary  to  impose  progressively  severe 
restrictions  on  imports  from  Japan.'  As  a  result, 
imports  from  Japan  dropped  by  almost  one  quarter 
during  the  first  half  of  1953,  and  with  a  doubling  in 
exports  to  Japan,  the  trade  deficit  fell  to  a  very  small 
amount.  Import  restrictions  on  Japanese  goods  were, 
therefore,  gradually  relaxed  after  April  1953. 

Although  total  exports  decreased  considerably  in 
1952,  Hong  Kong’s  exports  to  several  ECAFE  countries, 
especially  Indonesia.  Thailand  and  China  (Taiwan  only), 
increased  considerably.  Indonesia  for  the  first  time 
became  Hong  Kong’s  most  important  customer,  dis¬ 
placing  mainland  China,  which  fell  to  second  place. 
Export  to  Thailand  were  three  times  those  in  1951. 
During  the  first  nine  months  of  1953,  however,  exports 
to  Soutli-East  Asian  countries  declined;  the  small  increase 
in  those  to  Ceylon,  India,  the  States  of  Indochina  and 
the  Philippines  was  more  than  offset  by  the  large  fall  in 
those  to  Malaya,  Thailand,  Indonesia,  Pakistan  and 
Burma,  owing  to  the  tightening  of  import  control  by 
most  countries  in  the  latter  group. 

There  have  recently  emerged  within  the  colony  a 
considerable  number  of  light  industries  which  cater  for 


1.  As  a  first  step,  re-exports  to  the  sterling  area  were  stopped,  then 
licences  for  cotton  textiles  were  suspended  and  imports  of  rayon 
restricted  to  those  for  local  consumption.  Finally,  in  December 
1952.  it  became  necessary  to  suspend  the  import  of  a  number  of 
commodities  including  enamelware,  chinaware,  toys,  lighters  and 
bicycle  parts. 


the  markets  of  South-East  Asia  in  particular,  and  an 
appreciable  part  of  Hong  Kong’s  exports  to  South-East 
Asian  countries  consists  of  local  manufactures,  such  as 
cotton  yarn,  textiles,  enamelware,  torches,  plastic-ware 
and  the  like.  Accurate  figures  have  recently  become 
available  for  the  first  time  regarding  exports  of  the 
major  items  of  locally  produced  goods.  During  1952, 
the  value  of  such  major  exports  amounted  to  about 
HKS  480  million  or  17  per  cent  of  total  exports  of  the 
year.2  During  the  first  nine  months  of  1953,  the  percen¬ 
tage  was  raised  to  22.4.  Cotton  fabrics  accounted  for  a 
quarter  of  these  exports. 

INDUSTRY 

Industry  is  playing  an  increasingly  important  part 
of  Hong  Kong’s  economy.  The  most  spectacular  expan¬ 
sion  occurred  between  1946  and  1950,  when  unsettled 
economic  and  political  conditions  in  the  surrounding 
territories  led  to  large-scale  investment,  especially  frotn 
mainland  China,  and  in  the  establishment  of  a  large 
number  of  modern  factories.  Value  of  total  construc¬ 
tion  including  that  for  factories  and  godowns  reached  a 
high  level  in  1950,  and  electricity  consumption  for  power 
more  than  tripled  between  1947  and  1950.  New  invest¬ 
ment  on  construction  for  both  factories  and  godowns 
and  for  other  purposes  has  continued  since  1951  although 
at  a  much  lower  rate,  and  electricity  consumption  for 
power  further  increased  by  more  than  one  half  between 
1950  and  the  first  half  of  1953. 

At  present,  there  are  some  2,000  registered  factories, 
mostly  for  light  industry  producing  a  wide  variety  of 
articles,  including  textiles,  yarn,  garments,  sugar,  rubber 
shoes,  plastic-wares,  torches,  batteries,  leather  goods, 
toys,  rope  and  canned  goods.  Anmng  light  industries, 
textiles,  the  most  important,  includes  13  cotton  spinning 
mills  with  205,000  spindles,  130  cotton  weaving  factories 
with  4,000  power  looms,  and  2(X)  knitting  mills,  in 
addition  to  some  silk  and  woollen  mills  and  a  consider¬ 
able  number  of  handlooms. 


2.  The  total  value  of  all  locally  manufactured  or  processed  exports 
was  in  the  region  of  25  per  cent  of  the  value  of  total  exports. 


TABLE  17 

HONG  KONG:  SELECTED  PRODUCTION  AND  INVESTMENT  INDICATORS 


Unit 

(in  million) 

1947 

1 

,  1950 

1 

1 

1951  ' 

1 

1952  1 

1953 

Industrial  consumption  of  electricity . 

'  KWH 

30 

100 

126 

144  1 

164a 

Returned  value  of  completed  new  buildings 

HKS 

mb 

79 

135 

9la 

of  which  factories  and  godowns  . 

HKS 

16b 

9  1 

9 

7a 

Government  investment‘s  . 

HKS 

i 

32 

1  1 

34 

42 

71 

Source:  Hong  Kong  Government  Gazette,  Supplement  No.  4.  b.  First  eleven  months. 

c.  Fiscal  year  fifrures  based  on  government  budgets  reclassified  by 
a.  Annual  rate  based  on  available  statistics  for  the  first  nine  months.  United  Nations  Fiscal  Division. 
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The  only  important  heavy  industry  in  Hong  Kong 
is  ship  repair  and  building.  There  are  two  large  ship¬ 
yards  which  are  equipped  with  up-to-date  machinery 
for  undertaking  major  ship  repairs  and  which  are 
capable  of  building  vessels  up  to  10,000-tons.  In  addi¬ 
tion,  there  are  several  small  shipyards. 

There  are  also  plants  rolling  iron  and  steel  bars 
and  rounds  from  scrap  to  meet  local  construction 
demand.  Output  in  1952  was  over  6,500  tons.  A  well 
equipped  cement  works  is  capable  of  producing  110,000 
tons  of  high  grade  cement  annually,  for  local  construc¬ 
tion  needs. 

PUBLIC  FINANCE 

Earnings  and  profits  taxes  and  transaction  and  con¬ 
sumption  taxes,  each  contributing  about  one-quarter  of 
the  total  revenue,  are  the  major  sources  of  government 
revenue.  Expenditure  on  defence,  which  used  to  account 
for  a  small  fraction  of  total  government  expenditure, 
increased  considerably  from  HKS  2.4  million  in  1951  52 
to  HKS  33.6  million  in  1952/  53,  or  one-tenth  of  total 
expenditure,  owing  chiefly  to  tense  international  situa¬ 
tion.  Government  investment  expenditure,  which  has 
increased  continuously  in  recent  years,  was  HKS  71 
million  in  1952/53,  or  more  than  double  that  in  1949/50. 

A  surplus  on  government  account  has  been  a  normal 
feature,  although  its  magnitude  has  declined  and  was 
only  HKS  20  million  in  1952/53.  In  March  19.53,  the 
accumulated  surplus  was  HKS  285  million.  It  was  pro¬ 


posed  to  allocate  HKS  110  million  of  this  amount  to  a 
new  Revenue  Equalisation  Fund,  withdrawals  from  which 
would  be  made  to  meet  any  serious  shortage  of  revenue 
or  unforeseen  non-recurring  expenditure.  The  Hong 
Kong  Development  Fund  was  to  get  HKS  10  million. 

PROBLEMS  AND  PROSPECTS 

Since  the  end  of  war,  Hong  Kong  has  been  faced 
with  the  problem  of  rapid  increase  in  the  number  of 
immigrants  from  mainland  China.  Population,  which 
stood  at  about  1.2  million  at  the  end  of  1946,  was 
estimated  at  2.25  million  at  the  end  of  1952.  This 
rapid  increase  coincided  with  a  rise  in  world  prices  of 
rice;  as  a  result,  the  cost  of  living  rose  by  28  per  cent 
between  1948  and  1951.  Since  1951  the  cost  of  living 
has  remained  at  this  high  level,  while  income  has  declined 
substantially  because  of  the  comparatively  low  level  of 
trade.  The  moderate  growth  of  industries,  which  are 
facing  severe  competition  from  Japanese  imports  and 
declining  demand  from  many  South-East  Asian  countries, 
has  been  too  small  to  absorb  the  large  surplus  labour 
force  and  the  problem  of  unemployment  has  become 
rather  serious. 

Hong  Kong’s  prosperity  depends  primarily  on  the 
level  of  trade,  which,  in  turn,  depends  upon  world 
demand  for  and  prices  of  primary  products  exported 
from  countries  in  the  region,  and  upon  its  trade  relations 
with  mainland  China.  The  future  of  both  factors  is 
uncertain. 


I 


Chapter  lO 

INDIA 


INTRODUCTION 

India  has  passed  the  half-way  mark  in  its  Five-Year 
(1951/52  to  1955  56)  Plan  which  has,  to  a  large 
extent,  dominated  the  economic  life  of  the  country  over 
the  last  two  years.  The  country  has  not  of  course 
remained  unaffected  by  the  boom  and  recession  of  the 
period  19.50-52.  although  their  direct  impact  is  relative¬ 
ly  small  since  exports  account  for  less  than  10  per  cent 
of  the  Indian  national  income. 

The  change  in  export  prices  had  its  main  reper¬ 
cussions  on  the  economy  thre^ugh  changes  in  speculative 
attitudes  which  were  reinforced  by  the  previous 
experience  of  inflation  in  the  post-war  years,  and  its 
main  importance  has  been  in  creating  the  conditions 
with  respect  to  inflationary  pressure  and  to  the  balance 
of  payments  in  which  public  policy  has  had  to  operate. 
In  1951  fear  of  inflation  put  a  limit  to  the  scale  of 
planned  outlays;  but  by  the  end  of  1952,  the  inflationary 
danger  had  disappeared  and  the  domestic  price  level 
had  shown  a  remarkable  decline,  partly  due  to  the 
contractionist  policies  of  the  Reserve  Bank.  It  thus 
became  possible  to  contemplate  a  substantially  higher 
rate  of  public  investment  and  a  budget  deficit.  The 
first  year  of  the  new  policy  was  successful  in  that  the 
budget  deficit  did  not  result  in  renewed  inflationary 
pressures. 

Action  under  the  Plan  addressed  itself  to  immediate 
and  urgent  problems  of  the  economy.  Owing  to  the 
low  productivity  of  agriculture,  made  worse  by  a  series 
of  bad  seasons,  India  has  had  to  devote  a  substantial 
part  of  its  export  earnings  in  the  last  few  years  to  the 
importation  of  cereals  and  cotton,  and  this  drain  on 
foreign  exchange,  curtailing  the  possibility  of  importing 
equipment  and  capital  goods  on  which  Indian  develop¬ 
ment  depends,  has  made  imperative  an  increase  in 
agricultural  output.  Just  as  urgent  is  the  rehabilitation 
and  development  of  basic  facilities  such  as  transporta¬ 
tion,  as  a  pre-condition  of  any  more  ambitious  develop¬ 
ment  programme.  The  investment  carried  out  in  the 
last  few  years  under  the  guidance  of  the  Planning 
Commission  appears  now  to  place  these  first  objectives 
within  reach  and  India  may  soon  be  in  a  position  to 
embark  upon*a  more  far-reaching  attack  on  its  long-run 
problems  of  low  productivity  and  incomes  and  wide¬ 
spread  under-employment. 


DEVELOPMENTS  SINCE  THE  KOREAN  WAR 

Before  discussing  the  Plan  and  its  progress  it  may 
be  useful  to  indicate  briefly  the  course  of  events. 

The  Korean  war  boom  hit  the  Indian  economy  at  a 
time  when  it  was  undergoing  a  period  of  secondary  con¬ 
traction  after  the  peak  of  19R?.  Thus  the  volume  of 
industrial  production  in  1950  was  below  that  of  1949 
and  substantially  below  that  of  1948.  The  volume  of 
imports  in  1950  and  even  their  value  were  also  below 
the  1949  level.  The  reactions  of  wholesale  and  export 
prices  to  the  Korean-war  were  relatively  slow  in  develop¬ 
ing.  Between  June  and  December  1950  the  wholesale 
price  index  rose  by  only  4  per  cent  and  export  prices 
hardly  at  all.  However,  by  April  1951  when  the  peak 
was  reached,  wholesale  prices  had  risen  by  about  16  per 
cent,  the  industrial  raw  material  group  rising  by  as  much 
as  40  per  cent.  Export  prices  also  reacted  strongly  and 
rose  by  about  70  per  cent  between  December  1950  and 
June  1951,  the  increase  being  most  marked  in  the  prices 
of  raw  materials  and  manufactured  articles. 

The  government  took  prompt  action  to  limit  infla¬ 
tionary  pressure  which  might  have  arisen  from  an 
increase  in  the  value  of  exports.  In  October  and 
November  1950,  the  export  duly  on  jute  hessian  was 
raised  from  Rs.350  per  ton  to  Rs.  1.500  per  ton  and 
that  on  jute  sacking  from  Rs.  50  to  Rs.  150  per  ton, 
while  the  export  duty  on  raw  cotton  was  raised  from 
Rs.  100  per  bale  to  Rs.  400  per  bale.  Substantial  export 
duties  were  also  levied  on  wool  and  cotton  waste.  In 
March  1951,  the  duty  on  jute  sacking  was  raised  to  Rs. 
350  per  ton.  In  March  and  June  1951,  new  or  increased 
export  duties  were  imposed  on  coarse  and  medium  cloth, 
oilseeds  and  oils,  and  black  pepper.  Despite  these  mea¬ 
sures  and  the  considerable  decline  in  government  deficit 
in  the  fiscal  year  ending  in  March  1951  due  to  an 
increase  of  over  Rs.  900  million  in  revenue,  the  season 
of  high  business  activity  (which  in  India  runs  from 
October  to  May)  was  accompanied  by  considerable 
speculative  and  stock-building  activities  which  led  to  an 
unprecedented  demand  for  money  and  resulted  in  a  large 
expansion  of  credit,  currency  with  the  public  increasing 
by  Rs.  2,700  million  and  scheduled  banks’  credit  by  Rs. 
1.730  million.  This  credit  expansion  was  facilitated  by 
the  substantial  surplus  in  the  balance  of  payments  result¬ 
ing  from  higher  export,  and  lower  import,  values.  Never- 
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theless,  the  banking  system  had  to  sell  government  securi¬ 
ties  to  the  Reserve  Bank  in  order  to  meet  the  currency 
demands  of  business. 

A  highly  unfavourable  development  at  the  end  of 
1950  counteracted  somewhat  the  rising  trend  of  the 
economy.  Insufficient  rainfall  and  unfavourable  weather 
led  to  a  major  crop  failure  in  the  autumn  of  1950  which, 
it  was  estimated,  reduced  the  domestic  supply  of  food 
grains  for  consumption  in  1951  by  more  than  4  million 
tons  compared  with  1950,  causing  famine  conditions  to 
appear  over  wide  areas.  The  necessary  substantial  in¬ 
crease  of  food  imports  was  largely  met  by  the  loan  of 
2  million  tons  of  wheat  from  the  United  States  Govern¬ 
ment  in  June  1951.  These  emergency  imports  accounted 
for  the  deficit  which  appeared  in  the  1951  balance  of 
payments,  as  the  increase  in  the  value  of  imports  of  food 
grains  by  Rs.  1,300  million  over  the  1950  level  was 
greater  than  the  total  1951  deficit. 

The  government  continued  its  anti-inflationary 
policy  in  1951  by  raising  additional  taxes  on  different 
types  of  exports  and  on  incomes.  Revenue  in  the  fiscal 
year  1951/52  showed  a  further  increase  of  nearly  Rs. 
1,200  million,  and  despite  the  increased  capital  outlays 
which  marked  the  first  year  of  the  Five-Year  Plan, 
the  accounts  for  that  year  showed  a  small  surplus  for 
the  first  time  since  partition. 

In  view  of  the  prevailing  inflationary  pressure  the 
policy  of  the  government  in  1951  was  also  directed 
towards  increasing  supplies  for  the  home  market,  through 
liberalization  of  imports  and  various  restrictions  on 
exports.  Exports  of  various  types  of  cotton  goods  and 
oilseeds,  for  instance,  were  made  subject  to  licensing. 
As  a  result,  the  volume  of  exports  actually  declined  from 
1950  to  1951,  while  the  considerable  rise  in  the  value  of 
exports  by  nearly  Rs.  2,000  million  was  exclusively  the 
result  of  rising  export  prices. 

The  year  1952  was  a  period  of  adjustment,  and 
abatement  of  inflationary  pressure.  Wholesale  prices  fell 
sharply  in  March  1952  and  remained  at  low  levels  for 
the  rest  of  the  year.  The  value  of  exports,  which  had 
started  declining  in  mid-1951,  continued  its  downward 
trend,  while  the  decline  in  export  prices  brought  the 
terms  of  trade  below  the  1948-49  level  during  the  major 
part  of  the  year.  The  food  crops  available  for  consump¬ 
tion  in  1952  had  fallen  short  even  of  the  low  level  of 
1951.  However,  because  of  declining  incomes,  and 
higher  food  grain  prices  following  a  reduction  of  sub¬ 
sidies,  apparent  consumption  fell  by  over  1  million  tons,^ 
thus  relieving  some  of  the  strain  on  the  balance  of 
payments. 


1.  While  imports  declined  by  900,000  tons  and  internal  procurement 
by  400,000  tons  between  1951  and  1952,  stock-building  was  main¬ 
tained  at  the  same  rate  in  1951  and  thus  the  distribution  of  cereals 
to  rationed  consumers  fell  by  nearly  1,300,000  tons,  which  was  more 
than  the  decline  in  total  apparent  consumption  in  the  country. 


Changing  conditions  resulted  in  two  major  policy 
changes  at  the  end  of  1951  and  at  the  beginning  of  1952 
which  reflected  the  growing  concern  over  the  balance 
of  payments  situation.  In  the  first  place,  the  government 
turned  from  a  policy  of  export  restriction  to  one  of 
export  promotion;  export  duties  were  reduced  as  prices 
declined,  and  export  quotas  were  made  more  liberal  or 
abolished.  On  the  other  hand,  the  Reserve  Bank  in¬ 
augurated  in  December  1951  a  strongly  conlractionist 
policy.  While  the  supply  of  money  and  the  level  of 
advances  had  remained  high  during  the  year  1951,  the 
Bank,  by  raising  the  rate  of  interest  and  discontinuing 
its  open  market  policies  which  had  provided  an  easy 
means  for  commercial  banks  to  expand  their  lending 
operations,  succeeded  in  tightening  up  conditions  on  the 
money  market. 

THE  PLAN  AND  ITS  EXECUTION 
Scale  and  priorities 

Even  in  its  final  form  as  publislied  in  December 
1952,  the  Five-Year  Plan  appears  rather  modest  in  the 
scale  of  expenditure  it  contemplates,  both  absolutely  and 
in  relation  to  national  income.  An  outlay  of  Rs.  20,000 
million  over  a  five-year  period  represents  little  more 
than  5  per  cent  of  national  income,  which  is  not  much 
more  than  the  rate  of  investment  prevailing  before  the 
Plan  came  into  effect. 

The  scale  of  the  Plan  was  however  limited  by  two 
factors.  In  the  first  place,  any  great  increase  in  the  rate 
of  investment,  whether  or  not  financed  by  inflationary 
methods,  was  bound  to  result  in  a  fall  in  the  level  of 
consumption  except  in  so  far  as  foreign  reserves  or  loans 
were  available  to  finance  it  through  a  balance  of  pay¬ 
ments  deficit,  and  the  government  felt  that,  at  the  low 
level  of  incomes  prevailing  in  India,  any  curtailment  of 
consumption  had  to  be  avoided. 

The  other  limitation  arose  from  considerations  of 
monetary  policy.  The  draft  outline  of  the  Plan  was 
prepared  in  1951  at  a  time  when  the  Indian  economy  was 
operating  under  the  strong  inflationary  pressures  caused 
by  the  Korean  war  boom,  and  so  provision  was  made 
for  expenditures  of  less  than  Rs.  15,000  million,  which 
could  be  covered  from  internal  savings,  further  increases 
in  expenditure  being  dependent  upon  the  availability  of 
foreign  financing.  The  upward  revision  of  expenditure 
in  the  1952  plan  was  permitted  by  the  abatement  of 
inflationary  pressures;  monetary  stability  being  no 
longer  in  danger,  the  government  was  prepared  to 
consider  deficit  financing.  These  changes  in  policy  and 
circumstances  are  all  the  more  important  because  even 
the  lower  scale  of  expenditure  originally  considered 
could  not  have  been  attained  without  substantial  budge¬ 
tary  deficits,  and  progress  would  have  been  much  slower 
if  it  had  been  necessary  to  avoid  them  altogether.  By 
1952  capital  expenditure  had  already  been  stepped  up 
considerably  despite  the  fall  in  government  revenues. 
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Within  these  limits  the  Plan  accords  highest  priority 
to  agriculture  and  irrigation  (including  multiple-purpose 
projects)  which  together  account  for  nearly  45  per  cent 
of  the  total  outlay. 

This  emphasis  upon  expanding  agricultural  output 
arises  from  a  variety  of  considerations,  the  most  import¬ 
ant  of  which  is  connected  with  the  balance  of  payments 
position.  During  the  years  between  1948  and  1952 
imports  of  food  grains  varied  between  2  and  4.7  million 
tons  while  imports  of  raw  cotton  averaged  just  under 
200,000  tons.  Together  these  items  accounted  for 
between  30  and  40  per  cent  of  the  total  value  of 
Indian  imports  (see  table  18),  and  an  increase  in 
their  domestic  output  would  notably  lessen  the  strain 
on  the  balance  of  payments  and  permit  a  shift 
to  imports  of  machinery  and  capital  goods.  Owing 
to  the  unreliability  of  food  production  figures  and 
to  the  considerable  fluctuations  in  output  due  to  the 
changes  in  weather  conditions,  the  Planning  Commission 
has  not  set  down  any  firm  target  for  the  total  production 
of  food  grains  but  it  is  hoped  that  the  output  of  cereals 
will  have  risen  by  nearly  7  million  tons  towards  the 
end  of  the  planned  period.  It  appears  that  self-sufficiency 
in  food  grains  would  involve  replacing  imports  of  some 
3  million  tons  through  domestic  production,  while  main¬ 
taining  the  present  level  of  consumption  for  growing 
population  may  require  an  additional  half  million  tons 
a  year.  Thus,  an  increase  in  output  of  5.5  million  tons 
over  five  years  would  be  required  for  self-sufficiency 
even  without  any  increase  in  per  capita  consumption. 
However,  an  increase  in  production  greater  than  5.5 
million  tons  would  be  needed  if  the  towns  and  the  deficit 
areas  are  to  be  adequately  supplied  from  domestic  out¬ 
put,  because  producers  themselves  are  likely  to  raise  their 
consumption  substantially  whenever  an  increase  in  output 
occurs.^ 

1.  Thus,  between  1949  and  1950  it  is  estimated  that  domestic  pro¬ 
duction  increased  by  2.7  million  tons  while  internal  procurements 
by  the  government  for  distribution  to  the  rationed  population  in¬ 
creased  by  only  260,000  tons.  The  producers  themselves  probably 
absorbed  a  substantial  part  of  the  increase,  while  the  balance  was 
taken  up  by  non-producing  consumers  in  areas  not  covered  by 
rationing. 


Taking  into  account  variations  due  to  weather  con¬ 
ditions,  which  may  be  of  the  order  of  5  million  tons 
between  good  and  bad  crops,  the  attainment  of  this 
target  would  imply  that  India  might  still  experience 
deficits  in  years  of  unfavourable  rainfall  but  might  enjoy 
small  surpluses  under  favourable  conditions.  These  in¬ 
creases  in  production  are  to  be  achieved  through  major 
and  minor  irrigation  works,  land  reclamation  and  in¬ 
creases  in  agricultural  productivity  due  to  better  methods 
of  cultivation,  application  of  fertilizer,  and  a  far-reaching  1 
effort  at  rural  development.  i 

While  the  community  development  projects  are 
likely  to  have  far-reaching  economic  and  .social  con¬ 
sequences,  the  scale  of  irrigation  works  is  impressive: 
the  major  works  under  the  Plan  are  calculated  to  irrigate 
more  land  than  has  been  irrigated  through  major  projects 
in  the  last  hundred  years.  This  stepping  up  of  public 
works  partly  results  from  a  different  financial  practice; 
previously  only  those  projects  were  undertaken,  the 
direct  tax  returns  of  which  were  sufficient  to  cover 
interest  and  amortisation  on  the  investment.  Now  that 
this  criterion  has  been  abandoned,  projects  with  far 
smaller  direct  fiscal  yield  have  been  started.  A  continua-  ) 
tion  of  irrigation  works  on  the  present  scale,  after  the 
expiration  of  the  Five-Year  Plan,  may  of  course  involve 
consideration  of  projects  with  even  smaller  returns. 

The  target  for  raw  cotton  output  is  an  increase  of  ' 
some  230,000  tons.  Since  no  spectacular  growth  of  the  ^ 
textile  industry  is  expected,  this  increase  could  meet  the 
bulk  of  domestic  requirements  if  the  proportion  of  long 
staple  fibre  and  if  the  East  Indian  variety  produced  can 
be  increase  sufficiently  to  meet  the  needs  of  the  mills. 

While  outlays  to  increase  agricultural  productivity 
provide  the  most  direct  means  of  relieving  the  strain 
on  the  balance  of  payments,  they  also  permit  a  more  < 
rapid  rise  in  the  level  of  national  income  than  other 
types  of  investment.  The  Planning  Commission  has 
assumed  that  the  capital-income  ratio  is  3  to  1  for  the 


TABLE  18 


INDIA:  VALUE  OF  IMPORTS  OF  FOODGRAINS  AND  RAW  COTTON 

Monthly  averages 

Million  rupees 


Food  grains 
(1) 

\  Raw  cotton® 

1  (2) 

Total 
(1)  -f  (2) 

1  Total  import 

1 

1  Foodgrains  and 
raw  cotton  as 
j  percentage  of 
total  import 

1948  . 

108.1 

1  43.0 

151.1 

402.3 

38 

1949  . 

120.5 

64.6 

185.1 

549.2 

34 

1950  . 

67.2 

,  72.6 

139.8 

465.4 

1  30 

1951  . 

180.3 

i  94.4 

274.7 

705.8 

39 

1952  . 

174.7 

j  96.2 

270.9 

649.2 

42 

1953  (Jan-Sept)  . 

1 

84.0 

48.6 

132.7 

425.4 

i  31 

Sources:  Foodgrains — prior  to  1953:  Ministry  of  Agriculture:  1953:  a.  Including  waste. 

Ministry  of  Commerce  and  Industry:  raw  cotton — Central  Statis¬ 
tical  Orgaoization;  total  imports — Ministry  of  Commerce  and 
Industry. 


XUM 


CHAPTER  10.  INDIA 


61 


Indian  economy  as  a  whole,  in  olher  words,  that  an 
investment  of  Rs.  3  million  is  required  to  provide  pro¬ 
ductive  capacity  for  an  annual  increase  of  net  income 
by  Rs.  1  million.  In  agriculture,  however,  the  ratio  Is 
apparently  much  lower,  and  a  comparison  of  the  pro¬ 
posed  outlays  under  the  Plan  for  agriculture,  rural  deve¬ 
lopment,  community  projects  and  irrigation  (including 
the  multiple-purpuse  projects)  with  the  expected  increases 
in  the  net  value  of  agricultural  production  shows  that 
a  capital-income  ratio  below  2  to  1  has  been  assumed 
in  the  agricultural  sector.' 

The  Plan  emphasizes  the  importance  of  mobilizing 
unutilized  labour  and  other  resources  by  voluntary 
efforts,  and  since  Indian  agriculture  is  characterized  by 
widespread  under-employment,  considerable  investment 
in  agricultural  improvements  is  possible  with  very  small 
monetary  outlays.  Thus  community  development  projects 
may  yield  dividends  quite  out  of  proportion  to  the 
government  expenditure  on  them. 

Perhaps  the  most  important  reason  for  the  emphasis 
on  agriculture  is  that  it  occupies  over  90  million  people 
in  India  or  nearly  70  per  cent  of  the  labour  force,  and 
any  effort  to  raise  the  standard  of  living  of  the  people 
cannot  have  widespread  significance  unless  substantial 
improvements  lake  place  in  the  villages. 

Next  to  agricultural  development  in  order  of  priority 
are  certain  basic  industries  and  services  such  as  transport 
and  power  which  are  required  to  provide  the  external 
economies  for  a  more  rapid  rate  of  later  growth.  The 
expenditure  on  social  services,  including  education  and 
health,  which  accounts  for  16  per  cent  of  the  total  out¬ 
lay,  may  perhaps  also  be  classified  as  preparing  the  way 
for  further  development.  Although  the  government  does 
not  propose  any  substantial  outlays  for  the  small-scale 
industries  and  handicrafts,  its  policy  has  aimed  at  sup¬ 
porting  this  large  segment  of  the  economy,  which 
employs  some  15  million  people,  and  improving  its 
productivity. 

This  set  of  priorities  allows  only  a  small  part  of 
the  planned  expenditure  for  industrialization  in  a  narrow 
sense.  While  a  number  of  basic  industries  such  as  steel, 
aluminium  and  some  chemicals  are  to  be  expanded,  the 
first  aim  for  most  industries  is  a  full  existing  capacity 
and  expansion  will  have  to  be  financed  by  private  saving 
and  foreign  borrowing.  Owing  to  the  danger  of  inflation 
the  government  has  imposed  severe  controls  on  private 
investment  and  in  1952  turned  down  a  high  proportion 
of  the  applications  for  capital  issues  which  did  not 
appear  to  relate  to  essential  projects. 

With  its  relatively  modest  scale  of  expenditure,  the 
Five-Year  Plan  will  not  lead  to  any  great  increase  in 
incomes,  but  will  provide  the  basis  for  subsequent  higher 
rates  of  economic  development.  Its  aim  is  not  to  curtail 

1.  Such  calculations  of  course  are  no  more  than  rough  approxima* 
tions  at  best.  Furthermore,  many  of  the  agricultural  projects  in¬ 
cluded  in  the  Plan  will  bear  their  full  fruit  only  after  the  end  of 
the  Plan  period,  and  taking  this  into  account  would  further  reduce 
the  capital-output  ratio. 


the  current  level  of  consumption  but  rather  to  absorb 
into  capital  formation  a  high  and  rising  proportion  of 
any  increase  in  the  national  income.  Thus,  while  over 
the  five-year  period  the  rate  of  investment,  both  private 
and  public,  is  assumed  to  rise  only  from  5  per  cent  to 
7  per  cent  of  the  gross  national  product,  the  proportion 
should  rise  to  20  per  cent  at  the  end  of  a  period  of  25 
years.  Such  an  increase  in  the  rate  of  investment  would, 
under  the  assumptions  made  regarding  the  capital-income 
ratio,  enable  ouptut  approximately  to  double  over  this 
period.  While  these  assumptions  are  put  forward  by  the 
Planning  Commission  for  illustrative  purposes  only,  their 
realization  would  require  that  high  rates  of  marginal 
taxation  be  imposed  in  order  to  make  available  for 
public  investment  a  substantial  proportion  of  the  increase 
in  income  generated  through  additional  production. 

Progress  of  the  Plan 

Development  in  the  first  two  years  of  the  Plan  has 
proceeded  at  a  fairly  satisfactory  rate.  The  priorities 
laid  down  in  the  Plan  have  in  the  main  been  adhered 
to,  although  actual  outlays  have  fallen  short  of  the  target 
by  some  8  per  cent.  There  are,  however,  variations 
in  performance  between  the  different  States.  Some  (for 
example,  Assam,  Bihar,  West  Bengal,  Uttar  Pradesh,  and 
Hyderabad)  which  started  rather  slowly  in  1951/52, 
have  since  tried  to  step  up  their  outlay. 

It  is  too  soon  for  an  appraisal  of  results  in  terms 
of  increased  output,  but  satisfactory  progress  appears 
to  have  been  made  in  the  first  two  years  towards  reaching 
the  targets  set  for  the  different  sectors.-  However,  the 
full  benefits  of  many  of  the  projects,  especially  power 
and  irrigation,  will  be  seen  only  in  the  closing  years 
of  the  Plan. 

Irrigation  has  been  extended  to  2.25  million  acres 
and  nearly  half  a  million  acres  have  been  reclaimed  by 
the  Central  Tractor  Organization.  It  is  estimated  that 
out  of  the  increase  of  some  4  million  tons  in  food  grains 
output  in  1952/53,  these  projects  may  have  been  respon¬ 
sible  for  over  1  million  tons.  Additional  generating 
capacity  amounting  to  315,000  kw  has  been  installed, 
and  the  rehabilitation  of  railways  has  made  good  pro¬ 
gress,  reducing  the  shortage  of  transportation.  The 
community  projects  are  well  under  way,  and  by  the  end 
of  1952,  55  areas  had  been  selected  for  their  intensive 
development  in  different  parts  of  the  country.  Each 
area  represents  about  300  villages  with  a  population  of 
about  300,000. 

In  the  private  industry  sector  there  was  some  addi¬ 
tion  to  capacity  in  the  cotton  textiles,  cement,  chemicals 
and  engineering  industries.  Important  projects  of  expan¬ 
sion  are  under  way  in  the  iron  and  steel,  aluminium 
and  chemicals  industries.  Two  large  oil  refineries  with 
a  total  capacity  of  320,000  tons  are  being  constructed. 


2.  See  Planning  Commission.  The  Five-Year  Plan:  Progress  Report 
for  19Sl/5il  and  t9SS/5S. 
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Several  industrial  undertakings  of  the  government 
went  into  production  during  the  period,  such  as  the 
Sindri  Fertilizer  Factory,  the  Chittaranjan  Locomotive 
Factory  and  the  Indian  Telephone  Industries.  A  factory 
for  the  manufacture  of  heavy  electrical  equipment,  radar 
and  wireless  equipment  is  under  construction. 

An  important  development  was  the  conclusion  of  an 
agreement  by  the  Government  of  India  with  the  German 
combine  Krupp-Demag  in  August  1953,  for  the  installa¬ 
tion  of  a  steel  plant  with  an  initial  capacity  of  500,000 
tons.  Under  this  agreement  the  German  firm  is  to  invest 
a  capital  of  Rs.  95  million  and  to  provide  technical 
assistance.  It  is  estimated  that  the  entire  project  will 
cost  Rs.  720  million.  Moreover,  the  International  Bank 
for  Reconstruction  and  Development  has  lent  $31.5 
million  for  the  expansion  of  works  belonging  to  a 
company  formed,  under  government  instructions,  by  the 
amalgamation  of  the  Steel  Corporation  of  Bengal,  Ltd. 
and  the  Indian  Iron  and  Steel  Co.,  Ltd. 

A  development  of  some  seriousness  which  might 
threaten  the  priorities  in  the  Plan  and  its  smooth  execu¬ 
tion  if  allowed  to  continue,  is  the  tendency  on  the  part 
of  some  States  to  incur  substantial  development  expen¬ 
diture  outside  the  Plan,  for  instance  on  roads  and 
buildings,  as  well  as  to  spend  on  non-development  items. 
These  additional  outlays  have  of  course  cut  into  the 
resources  available  for  carrying  out  the  projects  agreed 
upon  in  the  Plan.^ 

Although  the  progress  of  States  projects  is  not  held 
up  for  lack  of  finance  at  present,  the  performance  of  the 
States  in  raising  additional  revenues  through  taxation 

1.  States  expenditure  for  development  in  1953/54  is  budgetted  at  Rs. 
4,300  million,  of  which  some  Rs.  2,260  million  is  for  capital  forma¬ 
tion.  On  the  other  hand.  States  expenditure  in  1952/53  for  pro¬ 
jects  included  in  the  Plan  amounted  to  Rs.  1,573  million  as  against 
a  planned  figure  of  Rs.  1,714  million. 


has  not  conformed  to  the  expectations  of  the  Plan.  The 
tax  revenues  of  State  governments  have  shown  some 
increase,  mostly  under  land  revenue  (due  to  land  reform 
and  the  abolition  of  the  intermediaries),  but  the  expan¬ 
sion  remains  far  short  of  the  Rs.  350  million  of  annual 
additional  revenue  from  taxation  for  which  the  Plan 
provides. 

On  the  other  hand,  the  borrowing  programme  of 
the  States  has  been  up  to  expectations.  In  the  first  two 
years  of  the  Plan,  loans  of  Rs.  210  million  were  raised 
from  the  public,  and  in  July  1953  ten  States  raised  a 
total  loan  of  Rs.  330  million,  a  sum  well  in  excess  of 
the  amount  budgetted.  But  taking  into  account  the  need 
for  increasing  outlays  beyond  the  Plan  period,  the  con¬ 
tinuous  heavy  reliance  on  public  loans  may  make 
economic  development  too  much  dependent  on  the  con¬ 
ditions  prevailing  in  the  capital  market. 

Moreover,  the  States  have  depleted  their  cash 
balances  and  investment  reserves  to  the  extent  of  Rs. 
1,500  million  during  the  last  three  years,  and  have  little 
more  by  way  of  reserves,  while  the  limits  of  financial 
assistance  by  the  Centre  are  being  rapidly  reached. 
The  execution  of  their  share  of  the  Five-Year  Plan  may 
soon  depend  on  vigorous  tax  measures  being  taken  by 
the  States. 

As  projects  got  under  way,  and  the  delays  and 
bottlenecks  of  the  early  stages  of  planning,  organization 
and  supply  were  being  overcome  it  became  possible  to 
increase  the  rate  of  spending.  In  view  of  the  unemploy¬ 
ment  problem,  the  government  has  decided  to  utilize  this 
opportunity  to  the  full,  and  expenditure  under  the  Plan 
will  continue  its  steep  rise:  from  Rs.  3,230  million  in 
1952/53  and  Rs.  4,200  million  in  1953/54,  it  is  due  to 
increase  to  Rs.  6,200  in  1954/55. 


TABLE  19 

INDIA:  QUANTITY  INDEX  OF  THE  FLOW  OF  INVESTMENT  GOODS 

1H8  =  100 


Weight 

1949“ 

1950 

1951 

1952 

1953 

Jan-Jun 

Imports 

79 

Electrical  goods  . 

4.12 

90 

58 

38 

70 

Machinery . 

32.94 

144 

101 

126 

101 

65 

Metals,  iron  and  steel . 

S.21 

123 

148 

144 

147 

136 

Metals,  other  than  iron  and  steel  . 

8.43 

82 

97 

51 

46 

51 

Vehicles  . 

13.08 

53 

32 

41 

34 

22 

Production 

Iron  and  steel . 

18.16 

108 

115 

119 

126 

124 

Cement  . 

2.98 

135 

168 

206 

228 

231 

General  engineering  . 

9.91 

122 

149 

194 

171 

176 

Non-ierrous  metal . 

5.15 

107 

111 

119 

105 

64 

Index  of  investment  goods . 

112.6 

102.1 

113.3 

104.2 

89.1 

GENERAL  NOTES:  value  of  production  in  calendar  year  1948;  production  figures  in  the 

The  index  is  based  on  the  quantum  index  of  imports  published  by  case  of  the  engineering  industry  have  been  adjusted  for  double- 

the  Reserve  Bank  of  India  and  the  official  index  of  industrial  pro-  counting  by  deducting  the  input  of  imported  metals  and  of  home 

duction.  The  index  numbers  of  the  quantum  of  imports  are  based  produced  steel, 

on  the  fiscal  year  1948/49.  The  weights  for  the  calculation  of 

the  index  are  based  on  the  value  of  imports  and  on  the  Selling  a.  Figures  for  import  relate  to  the  fiscal  year  beginning  April. 
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Private  investment 

According  to  a  rough  estimate  by  the  Planning 
Commission,  private  investment  in  1950/'51  amounted  to 
some  Rs.  2,250  million,  or  approximately  half  of  the 
total  gross  investment  of  the  country.'  Any  attempt  to 
assess  the  total  impact  of  the  Plan  must  therefore  take 
into  account  development  in  the  private  sector. 

Table  19  which  shows  an  index  of  the  flow  of 
the  main  categories  of  investment  goods  into  the  Indian 
economy,  indicates  a  rather  disquieting  movement  in 
the  total  of  private  and  government  investment.  The 
year  1950  was  one  of  contraction;  the  decline  fell 
exclusively  on  imports  which  may  also  have  been 
impeded  by  some  procurement  difficulties.  Tbe  highest 
rate  of  investment  took  place  in  1951,  even  exceeding 
the  previous  peak  in  1949.  The  substantial  fall  in  the 
quantum  of  machinery  imports  and  in  domestic  engineer¬ 
ing  production  in  1952  suggests  that  private  investment 
took  a  sharp  downward  turn.  The  considerable  increase 
in  government  investment  in  that  year  (nearly  Rs.  500 
million  for  the  Centre  and  the  States  together)  is 
reflected  in  the  continuing  increase  in  cement  produc¬ 
tion,-  and  in  the  smaller  increase  in  the  apparent  con¬ 
sumption  of  iron  and  steel,  which  are  the  two  investment 
items  most  affected  by  the  type  of  work  carried  out  by 
the  government. 

While  the  fall  in  private  investment  in  1952  was 
probably  in  the  nature  of  a  short-term  reaction  to  falling 
prices  and  the  readjustment  of  the  economy,  a  number 
of  important  difficulties  nevertheless  stand  in  the  way 
of  a  considerable  expansion  of  private  industrial  develop¬ 
ment.  The  capital  market  is  narrow',  and  the  possibilities 
of  raising  money  through  the  issue  of  stock  are  limited 
even  for  well  established  concerns;  conditions  have  been 
made  particularly  unfavourable  by  pessimistic  expecta¬ 
tions,  reflected  in  the  continued  decline  in  stock  prices, 
which  has  discouraged  investors  from  taking  up  indus¬ 
trial  shares.  Moreover,  the  policy  of  high  dividend 
distribution  to  which  companies  are  forced  by  the  pres¬ 
sure  from  their  share-holders  prevents  the  accumulation 
of  substantial  reserves  that  could  be  used  for  expanding 
productive  facilities.  In  addition,  in  1952,  after  follow¬ 
ing  a  lenient  policy  in  1950  and  1951,  the  government 
refused  some  of  the  large  applications  for  the  issue  of 
stock;  after  September  1952  consents  were  again  being 
granted  more  readily. 

The  Indian  banking  svstem,  modelled  after  the 
British  pattern,  is  not  organized  to  provide  long-term 
industrial  capital  and  has  even  had  difficulties  in  supply¬ 
ing  industry  with  its  working  capital  requirements,  in 
1951  because  of  the  great  rise  in  raw  material  prices, 
and  in  1952  because  of  the  restrictive  credit  policies 


1.  Government  of  India,  The  Fimt  Five-Year  Plan,  pp.  106-10S. 

2.  It  is  estimated  that  multiple-purpose  projects  consume  600,000  tons 
of  cement  per  annum  and  road  construction  another  100,000  tons. 


pursued  by  the  Reserve  Bank  as  part  of  its  anti- 
inflationary  campaign.® 

It  also  appears  that  uncertainties  regarding  the 
long-term  industrial  policies  of  the  government  may  have 
had  a  discouraging  effect  on  private  investment. 

Since  private  industry  has  been  unable  to  raise  all 
the  capital  it  needs,  the  government  has  given  assistance. 
The  Industrial  Finance  Corporation  had  up  to  30  June 
1953  made  loans  amounting  to  Rs.  155  million  to  various 
private  concerns,  the  amount  outstanding  on  that  date 
being  Rs.  100  million.  Loans  made  during  the  year 
ending  in  June  1953  fell,  however,  to  the  low  figure  of 
Rs.  14  million,  as  against  Rs.  45  million  in  1951  52. 
The  corporation’s  powers  are  being  enlarged  and  in 
future  it  will  be  able  to  make  larger  loans,  while  it  is 
hoped  that  its  ability  to  borrow  abroad  will  be  enhanced 
by  a  guarantee  now  given  by  the  go\  eminent  to  its 
foreign  issues. 

THE  CURRENT  SITUATION 

Current  trends  in  prices  and  production  are  the 
outcome  of  a  number  of  contrary  influences.  Agriculture 
had.  a  good  year  in  1952/53  and  in  the  first  half  of 
1953  industrial  production  as  a  whole  was  rising.  Yet 
there  were  unfavourable  developments;  textile  pro¬ 
duction  by  the  cottage  industries  suffered  a  sharp  con¬ 
traction  of  denvand  early  in  1953,  and  the  contraction 
has  since  spread  to  the  factory  industry.  Export  prices 
have  been  falling,  and  firmness  of  home  prices  in  the 
first  eight  months  of  the  year  has  not  been  symptomatic 
of  any  renewed  uprising  of  activity.  Indeed,  a  wide¬ 
spread  break  in  prices  occurred  in  September,  while 
government  policy  has  swung  towards  export  promotion 
and  encouragement  to  private  investors. 

In  investment,  expanding  government  activity  has 
been  offset  by  a  reluctance  on  the  part  of  private  enter¬ 
prise  to  expand  in  step,  an  attitude  which  was  already 
evident  in  1952.  Thus  large  government  deficits  were 
possible  in  1952/'53  without  giving  rise  to  inflationary 
pressures,  and  it  appears  that  purchase  of  government 
bonds  was  more  attractive  than  lending  to  private 
investors. 

The  unemployment  situation  sprang  into  prominence 
in  the  early  part  of  1953.  The  immediate  occasion  was 
the  decline  in  the  cottage  industries,  coupled  with  falling 
business  activity,  affecting  the  employment  of  white- 
collar  workers,  but  the  problem  is  more  than  sectional, 
and  stems  basically  from  the  persistent  under-employment 
of  a  growing  agricultural  labour  force.  Special  measures 
are  in  train  to  alleviate  distress  in  the  cottage  industries 
and  among  white-collar  workers,  while  it  has  been  pro¬ 
posed  that  the  Five-Year  Plan  be  modified  to  take  more 
specific  account  of  employment  problems. 

3.  A  committee  has  been  appointed  by  the  Reserve  Bank  in  particular 
to  examine  the  possibility  of  providint?  on  a  lartper  seale  bank 
finance  for  development  in  the  private  sector. 
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Production 

Agricultural  production:  The  1952/53  season  was 
much  more  favourable  on  the  whole  than  the  previous 
years,  the  improvement  in  food  production  and  in  certain 
other  crops  such  as  jute  having  more  than  offset  some 
declines  in  cotton,  sugar  and  groundnuts. 

Increases  were  particularly  marked  in  the  produc¬ 
tion  of  foodgrains.  The  rice  crop  in  the  autumn  of 
1952  was  put  at  23.4  million  tons,  or  12.5  per  cent 
higher  than  in  the  previous  year;  the  wheat  crop  in  the 
spring  of  1953  was  higher  liy  700,000  tons,  or  29  per 
cent. 

The  production  of  six  cereals  namely,  rice,  wheat, 
jowar,  bajra,  maize  and  ragi,  has  gone  up  by  about  4.7 
million  tons;  there  has  also  been  a  substantial  increase 
in  the  output  of  barley  and  gram. 

Consequently,  the  internal  supply  situation  has  im¬ 
proved,  permitting  a  relaxation  of  food  controls  and  a 
reduction  in  the  volume  of  imported  foodgrains.  Imports 
from  January  to  the  end  of  October  1953  totalled 
slightly  under  2  million  tons,  as  against  imports  of  3.9 
million  tons  in  the  whole  of  1952  and  4.7  million  tons 
in  1951.  Since  rationing  was  abolished  over  wide  areas, 
both  internal  procurement  by  government  and  offtake 
from  government  stocks  were  considerably  smaller  in 
the  first  half  of  1953  than  in  the  corresponding  period 
of  last  year.  Special  measures  however  proved  necessary 
to  relieve  local  food  shortages. 

Among  other  crops,  cotton  output  declined  by  2.6 
per  cent  during  the  year  to  3.05  million  bales.’  Accord¬ 
ing  to  unofficial  estimates,  the  1953/54  crop  is  likely 
to  be  in  the  neighbourhood  of  4  million  bales.  The 
jute  crop,  despite  a  6  per  cent  decline  in  area,  is 
slightly  larger  than  in  the  previous  year,  at  4.7  million 
bales.  Among  oilseeds,  groundnuts,  the  largest  crop, 
declined  by  5  per  cent  from  3.1  to  2.9  million  tons. 
Sugar  cane  production  decreased  to  5.26  million  tons 
(raw)  from  6.07  million  tons  in  1951/52.  Preliminary 
estimates  of  the  1953/54  crop  indicate  that  the  area 
devoted  to  cereals,  cotton  and  groundnuts  has  increased, 
while  area  under  sugar  cane  and  jute  has  declined, 
substantially  for  the  latter. 

Industrial  production:  In  the  first  half  of  1953  the 
index  of  industrial  production  still  showed  the  rising 
trend  which  had  characterized  its  movement  in  previous 
years.-  A  record  level  of  130  (1946  =  100)  was  reached 
in  April,  and  in  the  following  three  months. 

There  were,  however,  declines  in  demand  in  some 
sectors  which  led  to  output  contractions.  Cotton  weav¬ 
ing  has  shown  a  fairly  regularly  rising  trend  since  the 
textiles  crisis  of  1951,  and  reached  its  peak  in  July  1953, 
when  the  index  touched  108.  In  the  next  three  months, 
while  production  was  nearly  maintained,  mill  stocks 

1.  Trade  estimates,  which  are  usually  substantially  hiirher  than  the 
official  figure,  place  the  1952/53  crop  at  3.4-3. 7  bales. 

2.  The  index  does  not  reflect  changes  in  the  cottage  industry. 


increased  by  about  280  million  yards,  or  nearly  20  per 
cent  of  the  output.  This  sign  of  falling  demand  has 
been  confirmed  by  the  notice  of  closure  put  up  by  a 
number  of  mills  in  Ahmedabad  in  October.  Since 
exports  of  cotton  manufactures  has  shown  considerable 
irregularities  but  no  downward  trend  up  to  the  middle 
of  1953,  the  fall  arose  in  home  market  purchases.  While 
the  industry  had  considerably  reduced  its  export  prices 
in  the  last  two  years  in  order  to  meet  the  more  com¬ 
petitive  conditions  it  encountered  abroad,  sales  prices 
appear  to  have  been  maintained  on  the  domestic  market: 
between  the  second  quarters  of  1952  and  of  1953,  the 
unit  value  index  of  cotton  manufacture  exports  fell  by 
18  per  cent,  while  in  September  1953,  their  domestic 
wholesale  price  had  risen  by  5  per  cent  over  the  level  of 
June  1952.  In  October  the  government  announced  the 
abolition  of  export  duties  and  reductions  in  excise  duties 
on  some  varieties  of  manufactures. 

Chart  18 


INDIA:  INDCX  NUMBERS  OF  INDUSTRIAL  PRODUCTION 
194a-  100 
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Some  other  industries,  including  those  producing 
consumer  goods,  maintained  or  expanded  production  in 
the  first  half  of  1953,  with  the  notable  exception  of  jute, 
for  which  foreign  demand  tended  to  be  lower.  Among 
the  capital  goods  industries,  various  branches  of  engineer¬ 
ing  showed  divergent  trends;  cement  output  continues 
to  rise  presumably  owing  to  increasing  public  investment, 
but  coal  and  steel  have  recently  shown  a  marked  down¬ 
ward  trend. 

Coal  output,  after  running  at  a  high  level  during 
the  first  quarter  and  reaching  a  peak  in  April,  fell  by 
more  than  15  per  cent  between  April  and  August. 
However,  it  recovered  partially  in  September. 

Steel  output  in  the  first  half  of  1953  suffered  from 
labour  troubles  at  the  Indian  Iron  and  Steel  Co.  and 
from  the  reorganization  of  the  Tata  Steel  Co.  These 
factors  alone  however  hardly  account  for  the  markedly 
declining  trend  in  output,  which  by  July  1953  had  fallen 
by  30  per  cent  from  the  high  level  attained  in  January. 

While  the  trends  in  the  various  industries  are  not 
easy  to  interpret,  they  suggest  that  consumption  was  well 
maintained  in  the  first  half  of  1953,  and  only  in  the 
summer  was  the  previous  year’s  fall  in  incomes  reflected 
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in  a  downward  turn.  On  the  other  hand,  the  decline  in 
private  investment  which  took  place  in  1952  appears  to 
have  continued  in  the  first  half  of  1953.  Imports  of 
machinery  showed  a  further  severe  fall  in  1953  (their 
quantum  index  in  the  second  quarter  of  1953  ivas  only 
57  per  cent  of  their  volume  in  the  corresponding  quarter 
of  the  previous  year),  while  the  apparent  consumption 
of  both  steel  products  and  non-ferrous  metals  is  also 
beginning  to  fall.  In  view  of  these  trends  the  announced 
stepping  up  of  government  outlays  under  the  Five-Year 
Plan  may  come  just  in  time  to  avert  a  serious  situation  of 
failing  production  and  rising  unemployment  in  the 
economy. 

Unemployment 

The  problem  of  unemployment  leapt  to  the  forefront 
of  political  and  economical  discussion  in  the  fiist  half 
of  1953.  While  sufficient  information  is  as  yet  lacking 
to  obtain  a  clear  picture  of  the  situation  in  all  sectors 
of  the  economy,^  it  appears  that  the  urban  and  educated 
sections  of  the  population  as  well  as  specific  geographic 
areas  or  industries  have  been  particularly  affected  by  a 
reduction  in  employment  opportunities. 

The  basic  factors  operative  in  the  economy  are  the 
growth  of  population,  accompanied  by  a  steady  and 
growing  movement  of  workers  from  the  villages  to  the 
towns,  and  the  rapid  increase  in  the  number  of  educated 
persons  seeking  white-collar  employment.  The  first 
factor  adds  between  1.5  and  2  million  people  to  the 
working  population  each  year,  while  the  latter  has 
assumed  large  proportions  owing  to  the  considerable 
growth  in  numbers  of  schools,  colleges,  universities  and 
the  like  since  the  end  of  the  war. 

In  addition  to  these  long-term  forces,  a  number  of 
specific  or  special  factors  appear  to  ha\e  accentuated 
the  problem  of  unemployment^  such  as  recent  difficulties 
in  the  tea  industry,  a  decline  in  demand  for  the  products 
of  some  of  the  engineering  industries,  and  reduced 
activity  in  import  and  export  trade. 

Information  relating  to  1953  is  available  only  for 
employment  in  the  Central  Government,  and  in  the  textile 
and  coal  industries.®  In  the  first  six  months  of  1953 
the  number  of  persons  employed  by  the  Central  Govern¬ 
ment  showed  a  small  rise  over  the  1952  level.  It  is 
likely  however  that  the  curtailment  of  rationing  has 
resulted  in  a  decrease  of  employment  in  some  State  and 
local  authorities. 

1.  The  following  special  enquiries  into  unemployment  have  been  in* 
itiated  by  the  Government:  sample  survey  of  4,000  families  in  the 
Calcutta  area,  sample  survey  on  the  registers  of  employment  ex- 
chnnKCs,  sample  survey  of  trends  in  misration  to  towns,  situation 
in  the  coir  industry  in  Travancore*Cochin,  and  employment  aspects 
of  pow'er  and  irrigation  programmes. 

2.  See  memorandum  on  Unemiyioumvut,  by  the  Government  of  India 
Plunnim;  Commisnion,  July 

Statistics  relating  to  factory  employment  indicate  that  during 
1952  the  fell  in  employment  was  most  maiked  in  the  Bombay  and 
Madras  States,  and  to  u  lesser  extent  in  Delhi  and  Uttar  Pradesh. 


In  the  textile  industry,  probably  the  progress  of 
rationalization  brought  about  a  small  reduction  in  the 
number  of  workmen  employed  in  the  first  quarter  of 
1953.  However,  the  number  of  workmen  employed 
increased  in  the  second  quarter  to  the  average  level  of 
1952  and  was  even  higher  in  July,  1953. 

In  the  coal  industry  employment  is  likely  to  follow 
the  trend  in  output:  data  for  the  first  four  months  of 
the  year,  the  time  of  peak  production,  show  more  men 
at  work  than  in  1952,  but  emplcyment  declined  in 
June-July. 

The  statistics  of  the  employment  exchanges  do  not 
provide  an  accurate  measure  of  unemployment,  because 
registration  is  voluntary,  and  there  are  only  about  130 
exchanges  all  over  India.  Despite  these  limitations,  the 
increasing  number  of  persons  on  the  register,  and  the 
decreasing  number  of  persons  placed  in  employment 
almost  from  month  to  month  since  the  beginning  of 
1952  point  to  a  contraction  of  employment  opportunities. 
At  the  end  of  August  1953,  the  number  on  the  register^ 
stood  at  nearly  500,000  as  compared  with  322,000  in 
January  1952;  over  the  same  period,  the  monthly  number 
of  placements  declined  from  31,000  to  less  than  14,000. 

In  the  rural  sector,  the  decline  of  cottage  industries 
and  handicrafts  has  been  the  main  factor.  No  statistics 
are  available  on  the  extent  of  this  problem,  but  unemploy¬ 
ment  in  the  handloom  industry  has  assumed  the  dimen¬ 
sions  of  a  major  social  crisis.  Several  other  small-scale 
industries  are  known  to  be  in  a  sad  plight, — for  example, 
the  coir  industry  in  Travancore-Cochin,  owing  to  decline 
in  foreign  demand. 

Since  most  of  the  new  work  opportunities  provided 
by  projects  under  the  Five-Year  Plan  would  tend  to 
alleviate  rural  unemployment,  without  particular  effect 
on  the  two  most  hard-hit  group'',  the  cottage  industry 
and  white-collar  workers,  specific  relief  measures  have 
been  taken  in  favour  of  these  two  categories. 

A  two-year  programme  has  been  launched  for  the 
employment  of  80,000  additional  teachers,  as  well  as  a 
number  of  social  workers.  The  Central  Government 
will  contribute  75  per  cent  of  their  salaries,  provided 
the  State  governments  bear  the  balance  and  undertake 
to  maintain  the  schools. 

With  regard  to  cottage  industries,  the  All-India 
Khadi  and  Village  Industries  Board  and  the  All-India 
Handicrafts  Board  have  been  set  up.  Cotton  mill  pro¬ 
duction  has  been  limited  to  60  per  cent  of  the  1951/52 
output  of  dhoties  and  sarees,  and  a  cess  of  3  pies'’  per 
yard  on  all  mill  cloth  except  that  for  export,  has  been 
levied  to  provide  finance  for  the  handloom  and  Khadi 


4.  Government  of  India,  Ministry  of  Labour,  Indian  Labour  Ga:ctU\ 
October,  1C53. 

5.  Three  pies  are  equal  to  one*sixtyfourth  of  a  rupee. 
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industries.  Several  co-operative  societies  have  been 
formed  and  grants  made  to  non-official  organizations, 
with  a  view  to  improving  the  quality  and  marketability 
of  their  products.  Other  measures  to  increase  employ¬ 
ment  which  the  Planning  Commission  has  recommended 
for  the  consideration  of  the  State  governments  include: 
increased  financial  assistance  to  small  enterprises;  in¬ 
creased  purchase  of  the  products  of  Indian  industry, 
especially  cottage  and  small-scale  industry;  development 
of  road  transport,  especially  by  private  enterprise;  and 
slum  clearance  and  encouragement  of  private  building. 

In  September  the  government  accepted  a  parliamen¬ 
tary  resolution  recommending  a  revision  of  the  Five- 
Year  Plan  to  deal  with  the  problem  of  unemployment. 

Price  trends 

Indian  wholesale  prices  suffered  a  spectacular  break 
in  March  1952,  bringing  the  general  index  below  its 
pre-Korean  war  level.  Then,  after  a  period  of  relative 
stability,  prices  started  rising  at  the  end  of  1952  and 
continued  upward  almost  without  interruption  until 
August  1953,  registering  an  increase  of  over  10  per  cent 
in  eight  months. 

While  this  firmness  of  the  price  behaviour  appears 
to  belie  the  signs  of  contraction  apparent  elsewhere  in 
the  economy,  a  more  detailed  analysis  of  the  components 
of  the  index  does  not  point  to  the  existence  of  inflationary 
pressures  as  the  cause. 

The  most  significant  increases  took  place  in  the 
groups  of  foodstuffs  and  raw  materials,  which  rose  by 
18.0  and  16.0  per  cent  respectively  between  mid-Decem¬ 
ber  and  the  end  of  August  1953,  while  manufactures 
remained  steady  and  semi-manufactures  showed  only  a 
moderate  increase,  consonant  with  the  high  level  of 
industrial  activity  in  the  first  half  year  of  1953. 

The  rise  in  food  prices,  which  appears  surprising 
since  agricultural  production  showed  a  great  improve¬ 
ment  in  the  autumn  of  1952,  was  due  essentially  to  three 
commodities,  rice,  gur^  and  tea,  which  together  accounted 
for  more  than  half  of  the  10  per  cent  increase  in  the 
wholesale  price  index.  In  the  case  of  rice,  the  abolition 
of  subsidies  and  measures  of  decontrol  substantially 
affected  the  quotations  entering  into  the  price  index. 
The  seasonal  upward  movement  from  January  to  August 
was  reinforced  by  this  influence,  and  by  conditions  of 
shortage  that  assumed  somewhat  serious  proportions  in 
a  few  centres  like  Madras,  despite  the  general  improve¬ 
ments. 

The  rise  in  the  price  of  gur  reflects  a  readjustment 
to  the  price  level  of  sugar,  in  relation  to  which  gur  had 
been  abnormally  depressed,  while  the  increase  in  tea 
prices  results  from  the  trend  in  export  prices. 


1.  Unrefined  sugar. 


Some  other  commodities  have  shown  a  marked 
increase  in  price:  raw  cotton  rose  nearly  40  per  cent, 
but  the  rise  in  price  of  oilseeds  and  particularly  ground¬ 
nuts  (more  than  50  per  cent)  was  the  most  important. 
This  increase  was  due  not  only  to  the  short  crop  in 
1952/53  (following  upon  another  bad  harvest)  and  the 
ready  purchases  of  oilseeds  by  manufacturers  of  soap 
and  vegetable  oil,  but  to  a  considerable  volume  of 
speculative  activity  and  rising  foreign  demand  and  prices. 
The  government  had  encouraged  the  export  of  vegetable 
oils  by  reducing  the  export  duty  on  them  by  three 
quarters,  and  large  contracts  had  been  pntered  into  with 
foreign  buyers.  Faced  with  rapidly  rising  prices  in 
June,  the  government  banned  the  export  of  groundnuts 
and  groundnut  oil,  and  facilitated  the  import  of  other 
oilseeds  and  oils,  by  reducing  import  duties  and  licensing 
imports  more  freely.  These  measures,  together  with 
reports  of  an  appreciably  better  crop  in  the  coming  year, 
resulted  in  a  break  in  the  groundnut  market,  and  the 
price  fell  by  nearly  36  per  cent  between  mid-August 
and  the  end  of  November. 

Chart  19 
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Since  industrial  expansion  was  losing  its  momentun, 
it  is  not  surprising  that  with  the  reversal  in  the  seasonal 
trend,  the  wholesale  price  index  declined  by  nearly  6 
per  cent  between  mid-August  and  the  end  of  November 
this  year,  and  at  the  end  of  November  it  was  in  fact  2 
per  cent  below  the  pre-Korean  war  le\el. 
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External  trade  and  payments 

The  value  of  exports  had  started  declining  after 
the  first  quarter  of  1951,  while  the  value  of  imports 
only  reached  its  peak  at  the  beginning  of  1952  when  a 
high  level  of  commercial  imports  coincided  with  large 
arrivals  of  wheat  from  the  United  States.  Imports, 
however,  fell  off  much  more  rapidly  and  by  the  second 
half  of  1952  trade  was  balanced.  During  the  last 
quarter  of  1952  and  the  first  quarter  of  1953  a  small 
surplus  appeared  on  trade  account.  But  the  balance  did 
not  persist;  later  in  1953  the  trade  deficit  reappeared. 
The  export  markets  have  remained  characterized  by  the 
low  level  of  foreign  demand  for  jute  manufactures,  rising 
prices  for  tea  and  tobacco  and  steadily  falling  prices 
with  erratic  changes  in  volume  for  cotton  manufactures. 
The  downward  trend  in  export  prices  has  however 
been  arrested  in  the  second  quarter  of  1953,  and  export 
unit  values  were  rising  from  August  to  August. 

Chart  20 
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While  the  decline  in  the  value  of  exports  had  been 
due  to  a  very  large  extent  to  falling  prices,  particularly 
of  raw  cotton  and  jute  manufactures  in  the  second 
quarter  of  1952,  the  fall  in  the  value  of  imports  was 
the  result  of  both  falling  prices  and  regularly  declining 
quantities.  In  the  second  quarter  of  1953,  however, 
there  was  a  break  in  the  downward  trend  of  import 
volumes,  while  the  price  fall  was  still  continuing  in 
August.  Imports  of  foodstuffs  more  than  doubled  in 
volume  as  compared  with  the  level  of  the  previous  half- 
year  and  reached  a  value  of  Rs.  370  million,  as  the 
government  took  active  steps  to  remedy  the  food  shortage 
tliat  had  become  acute  in  some  areas. 

The  balance  of  payments  reflects  these  changes  in 
the  value  of  trade.  The  very  large  deficit  that  occurred 
in  the  first  half  of  1952  when  imports  were  at  their 
peak  was  succeeded  by  a  substantial  surplus  in  the 


second  half  of  the  year,  while  the  first  half  of  1953 
still  showed  a  surplus  despite  the  rise  in  imports  in 
the  second  quarter  of  the  year.  Thus,  the  foreign 
exchange  reserves  of  the  Reserve  Bank  of  India,  which 
had  continued  their  rapid  decline  in  the  first  half  of 
1952,  recovered  to  the  extent  of  Rs.  225  million  in  the 
second  half  of  the  year  and  improved  further  by  Rs.  76 
million  in  the  first  thalf  of  1953.  In  the  third  quarter, 
however,  the  trend  of  the  reserves  was  downward  again, 
although  the  loss  was  limited  to  Rs.  12  million. 

Chart  21 
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As  in  1952,  the  main  effort  of  trade  policy  has 
aimed  a’t  the  promotion  of  exports.  The  measures  taken 
included  reduction  in  export  duties,  relaxation  of  export 
licensing,  and  increase  in  the  export  quota  of  some 
commodities.  The  export  duty  on  coarse  and  medium 
cotton  textiles  was  reduced  in  January  1953  and  on 
fine  cotton  cloth  in  October.  The  export  duty  on  jute 
sacking  was  reduced  in  February  and  on  hessian  cloth 
and  bags  in  September;  in  July  the  export  duty  on 
miscellaneous  jute  manufactures  was  abolished.  Exports 
of  cotton  textiles  and  certain  types  of  raw  cotton  were 
placed  on  the  free  licensing  list. 

An  important  change  in  import  policy  has  been  the 
decision  of  the  government  to  allow  private  imports  of 
rice  from  soft  currency  areas.  Imports  of  machinery, 
industrial  raw  materials  (including  vegetable  oils)  and 
some  consumer  goods  have  been  liberalized  in  1953. 

The  year  marked  an  improvement  in  India’s  trade 
relations  with  Pakistan.  In  August  1952,  an  important 
trade  agreement  was  signed,  under  which  normal  trade 
was  resumed  on  a  large  scale,  and  it  was  renewed  in 
July  this  year.  In  March  1953  this  agreement  was 
supplemented  by  a  three-year  agreement,  effective  1  July, 
providing  for  the  annual  exchange  of  1.8  million  bales 
of  Pakistan  raw  jute  for  Indian  coal.  Measures  of  a 


68 


ECONOMIC  SURVEY  OF  ASIA  AND  THE  FAR  EAST,  1953 


discriminatory  character  were  eliminated  at  the  same 
time  on  both  sides,  and  thus  major  impediments  to  trade 
between  the  two  countries  have  been  removed. 

In  December  India  signed  a  five-year  trade  agree¬ 
ment  with  the  USSR.  The  agreement  provides  for  the 
exchange  of  goods  to  be  negotiated  every  year,  and  for 
payments  in  Indian  rupees,  the  balances  being  convertible 
into  sterling  on  demand  or  on  expiration  of  the  agree¬ 
ment. 

Public  finance  and  monetary  developments 

As  mentioned  before  the  budget  of  the  Central 
Government  showed  a  small  surplus  in  1951/52  which 
was,  however,  followed  by  a  large  deficit  of  Rs.  1,906 


million  in  the  fiscal  year  1952/53.  This  outcome  was 
due  both  to  an  increase  in  expenditure  and  to  a  large 
decline  in  revenue  amounting  to  Rs.  1,150  million. 
Following  the  trend  in  foreign  trade,  customs  receipts, 
particularly  export  duties,  showed  the  heaviest  fall,  but 
the  decline  in  prices  and  commercial  activity  associated 
with  foreign  trade  that  occurred  during  the  year  was 
also  reflected  in  reduced  proceeds  from  other  taxation, 
both  direct  and  indirect,  as  well  as  in  a  fall  in  net  rail¬ 
way  receipts.  On  the  expenditure  side,  the  rise  in 
defence  outlays  and  in  a  number  of  current  account 
items  was  less  important  than  the  increase  in  direct 
investment  and  in  loans  and  advances  to  the  States,  these 
last  two  items  accounting  for  Rs.  500  million  out  of  a 
total  increase  in  expenditure  of  Rs.  750  million. 
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INDIA: 

FINANCING  OF  1952/53  BUDGET  DEFICIT 

Million  rupees 

i 

1 

States 

1 

1 

Total 

DeHcit . 

....  1,786.6 

691.7 

1 

1 

2,478.3 

Domestic  borrowing  (net)  . 

....  514.1 

521.7 

1,035.8 

Foreign  loans  and  grants  . 

....  1  444 

— 

444 

Decrease  in  cash  balances . 

....  1  828.5 

.  170.0 

993.5 

Source:  United  Nations  Fiscal  Division  and  Reserve  Bank  of  Indin. 
GENERAL  NOTES: 

To  avoid  duplication,  loans  and  grants  from  the  Central  Govern¬ 
ment  to  the  States  and  transfers  of  interest  from  the  States  to  the 
Central  Government  are  excluded  from  the  States’  figures.  The 
deficit  of  Central  Government  has  been  adjusted  to  include  credits 
under  the  annuity  for  sterling  pensions,  receipts  for  sale  of  war 


surplus  stores  and  under  State  trading  schemes  (net)  and  net  pay¬ 
ments  under  "remittances”.  The  deficit  of  State  governments  has 
been  adjusted  to  .include  receipts  under  State  trading  schemes  and 
payments  for  compensation  to  landlords,  remittances,  and  "other 
financial  transactions”  including  transfers  to  contingency  funds. 
The  unadjusted  deficits  for  19S2/63  of  Central  and  States  Govern¬ 
ments  amounted  to  Rs. 1,905  million  and  R8.662  million  respectively. 

Source:  Reserve  Bank  of  India. 


One  of  the  most  significant  features  of  the  economy 
in  1952/53  was  that  a  deficit  of  this  size  in  the  govern¬ 
ment  accounts  (and  the  budgets  of  the  States  also  showed 
a  deficit  of  nearly  Rs.  700  million  during  the  same 
period)  did  not  lead  to  any  inflationary  pressures  or 
even  to  any  monetary  expansion,  even  though  there  was 
no  large-scale  balance  of  payments  deficit  to  absorb 
domestic  purchasing  power:  in  fact,  between  the  end  of 
March  1952  and  the  end  of  March  1953  there  was  no 


change  in  the  foreign  assets  of  the  Reserve  Bank  of 
India  and  there  was  a  small  contraction  in  money  supply 
by  Rs.  320  million.^ 

This  monetary  development  was  due  essentially  to 
three  factors.  In  the  first  place  foreign  financing  played 
a  substantial  role,  rupee  proceeds  from  loans  and  grants 
having  yielded  the  government  over  Rs.  400  million^  to 


1.  These  officially  reported  figures  for  money  supply  require  qualifica¬ 
tion;  actual  currency  in  circulation  fell  by  the  insignificant  amount 
of  Rs.80  million,  and  total  deposits  of  the  public  hardly  changed 
at  all.  There  was.  however,  a  significant  shift  from  demand  de¬ 
posits,  which  are  counted  as  part  of  the  money  supply,  to  time 
deposits,  which  are  not. 

2.  This  figure  corresponds  to  the  receipts  of  the  Special  Development 
Fund  into  which  were  paid  the  proceeds  from  the  United  States 
wheat  loan,  Colombo  Plan  and  TCA  aid.  Although  the  US  wheat 
loan  involved  a  debit  of  over  Rs.900  million  in  the  capital  account 
of  the  balance  of  payments,  its  total  yield  was  less  than  Rs.740 
million  over  the  two  fiscal  years  1951/52  and  1952/68. 


which  should  be  added  some  Rs.  40  million  in  draw¬ 
ing  from  International  Bank  loans  and  other  foreign 
borrowing. 

Secondly,  private  savers  showed  considerable  willing¬ 
ness  to  absorb  public  debt.  Total  government  net 
borrowing,  both  domestic  and  foreign,  was  almost  Rs. 
1,500  million,  more  than  two  thirds  of  which  was 

TABLE  21 

INDIA:  CHANGES  IN  MONETARY  INDICATORS 
BETWEEN  MARCH  1952  AND  MARCH  1953“ 

Million  rupees 


Foreign  assets  of  Reserve  Bank  .  -|-  6.1 

Indian  Government  securities  held  by 

Reserve  Bank  .  — 207.5 

Scheduled  banks .  72.4 

Government  deposits  with  Reserve  Bank  — 495.9 

Money  supply 

Currency  in  circulation  .  —  79.9 

Demand  deposits  of  scheduled  banks  . .  . .  — 334.1 

Time  deposits  of  scheduled  banks .  4-283.2 

Outstanding  credits  of  scheduled  banks  . .  — 514.5 


Source:  Reserve  Bank  of  India. 
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supplied  by  the  Indian  public.  There  was  no  net 
borrowing  from  the  banking  system  and  in  fact  the 
value  of  government  securities  held  by  the  Reserve  Bank 
declined  far  more  than  the  increase  in  scheduled  banks’ 
holdings.  It  may,  therefore,  be  concluded  that  over 
Rs.  1,100  million  of  savings  was  supplied  by  the  public 
to  the  government  in  the  form  of  either  small  savings  of 
various  types  or  through  the  purchase  of  old  or  new 
issues  of  government  paper. 

Thirdly,  the  government  still  had  to  finance  over 
Rs.  800  million  of  its  deficit  through  drawing  on  its 
cash  reserves,  a  large  part  of  which  appears  as  a  decline 
in  government  deposits  with  the  Reserve  Bank.  While 
this  movement  could  have  been  expected  to  lead  to  a 
substantial  increase  in  currency  in  circulation,  it  was 
offset  by  a  contraction  of  commercial  credit  which  was 
a  reflection  of  the  decline  in  prices  and  financial  activity 
and  of  the  more  stringent  monetary  policy  which  had 
been  adopted  towards  the  end  of  1951  by  the  Reserve 
Bank  of  India.  The  net  result  of  these  influences  was 
that,  while  total  deposits  and  currency  in  the  hands  of 
the  public  hardly  showed  any  change,  the  volume  of 
scheduled  banks’  credit  declined  by  over  Rs.  500  million 
between  March  1952  and  March  1953. 

For  the  fiscal  year  1953 '54  an  even  larger  deficit 
is  expected  in  the  Central  Government  account,  as 
revenue  is  expected  to  remain  practically  unchanged 
while  expenditure  will  continue  rising  steeply.  Lending 
and  investment  are  expected  to  increase  by  Rs.  550 
million  over  the  1952/53  level  and  account  for  the  bulk 
of  the  Rs.  600  million  increase  in  the  anticipated  deficit, 
and  the  measures  taken  by  the  government  to  economize 
by  the  abolition  of  subsidies  which  accounted  for  more 
than  Rs.  200  million  in  the  previous  budget,  will  be 
offset  by  rises  in  the  defence  budget  and  in  a  number 
of  other  current  account  items,  some  of  which  are  hardly 
connected  with  the  Five-Year  Plan. 


While  it  is  still  too  early  to  measure  the  impact  that 
the  new  budget  will  have  on  the  Indian  economy,  two 
factors  may  considerably  decrease  the  impact  of  the 
prospective  deficit.  In  the  first  place,  government  securi¬ 
ties  continue  to  find  ready  market;  while  the  1953/54 
budget  made  provision  for  repayment  of  Rs.  188  million 
of  the  permanent  debt,  the  government  succeeded  in 
June  1953  in  raising  Rs.  750  million  on  a  National 
Development  Loan  of  which  Rs.  232  million  was  new 
money.  This  favourable  development,  of  course,  has 
its  counterpart  in  the  difiQculties  noted  above  which 
private  industry  is  encountering  in  meeting  its  financial 
requirements.  Secondly,  foreign  loans  and  grants  already 
made  but  not  yet  utilized  amount  to  over  Rs.  1,100 
million  and  their  use  should  ease  considerably  the  burden 
on  tbe  Indian  economy. 

While  sharp  seasonal  fluctuations  in  financial 
activity  make  it  particularly  difficult  to  interpret 
monetary  developments  over  a  short  period,  the  data 
available  for  the  first  few  months  of  the  fiscal  year 
1953/54  do  not  indicate  that  greater  government  expen¬ 
diture  has  created  any  renewal  of  inflationary  pressures. 
A  comparison  of  the  seasonal  variation  of  this  year  and 
of  the  previous  season  suggests  that  monetary  contraction 
continues,  though  at  a  much  slower  rate  when  the  full 
impact  of  the  drastic  price  reductions  of  the  spring  of 
1952  was  being  felt.  It  is  notable  that  in  the  seasonal 
downswing  from  May  to  September,  currency  circulation 
has  fallen  a  little  more  than  it  had  increased  in  the 
upswing  and  that  this  has  by  no  means  been  made  good 
by  an  increase  in  demand  deposits.  Bank  credit  is  back 
where  it  was  a  year  ago,  and  while  the  commercial  banks 
are  a  little  less  liquid,  they  have  increased  their  holdings 
of  government  securities.  This  monetary  stability  bas, 
however,  been  assisted  in  the  summer  of  1953  by  the 
small  decrease  in  the  foreign  assets  of  the  Reserve  Bank 
and  by  a  somewhat  surprising  increase  in  government 
deposits.  The  beginning  of  the  busy  season  (October  and 


TABLE  22 

INDIA:  SEASONAL  VARIATIONS  IN  MONETARY  INDICATORS 


Million  rupees 


Busy  season  oi 
1951-52 

27  Oct.  1951  to 

11  April  1952 

Slack  season  oi 
1952 

12  April  to 

26  Sept.  1952 

Bus-/  season  oi 
1952-53 

25  Oct.  1952  to 

8  May  1953 

Slack  season  oi 
1953 

9  May  to 

25  Sept.  1953 

Currency  with  the  public  . 

4-  454 

—  874 

-t- 1.089 

—1,152 

Demand  deposits  of  the  public^ . 

—  370 

—  30S 

—  217 

+  14 

Total  money  supply  . 

+  84 

—1,180 

-f  872 

—1,138 

Time  deposits  oi  the  public . 

Scheduled  banks 

—  59 

316 

+  88 

-1-  80 

Loans  and  advances  . 

+  957 

—1,075 

-f  781 

—  762 

Cash  and  balances  with  the  Reserve  Bank 

—  323 

-L  156 

—  282 

+  103 

Borrowings  from  the  Reserve  Bank  . 

-1-  420 

—  401 

-f  245 

—  237 

Investments  in  government  securities . 

—  196 

-f  132 

—  138 

-f  331 

Central  Government  deposits  with  the  Reserve  Bank 

—  466 

—  25 

—  396 

+  383 

Foreign  assets  oi  the  Reserve  Bank . 

—  812 

—  254 

+  260 

—  199 

Source:  Reserve  Dank  of  India. 

a.  Including  State  Governments  deposits  with  the  Reserve  Bank. 
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November  1953)  shows  a  small  expansion  in  money 
supply,  entirely  due  to  the  decline  in  government  deposits 
with  the  Reserve  Bank,  while  the  banking  system  was 
still  increasing  its  liquidity  with  larger  cash  and  reserves 
and  a  slightly  lower  volume  of  loans. 

These  facts  suggest  that  there  was  at  the  end  of 
1953  no  danger  of  inflation,  since  higher  government 
spending  continued  to  be  offset  by  the  attitude  of  the 
private  sector. 

PROSPECTS  AND  POLICIES 

So  far,  rising  expenditure  on  the  Five-Year  Plan 
has  caused  neither  monetary  disequilibrium  nor  balance 
of  payments  difficulties.  Availability  of  foreign  resources, 
lack  of  private  investment  activity  and  the  problems  of 
organization  which  have  slowed  down  government  invest¬ 
ment  may  account  for  this  stability,  but  there  is  room 
and  need  for  an  increase  in  investment,  since  the  present 
level  of  expenditure  seems  insufficient  to  maintain  indus¬ 
try  operating  at  full  capacity.  The  Minister  of  Finance 
announced  in  November  1953  a  decision  to  increase 
public  expenditure  connected  with  the  Plan  to  Rs. 
6,250  million  per  year  in  1954/55  and  1955/56,  a  rate 
approximately  double  that  of  1950/51  and  1951/52. 
While  a  higher  rate  of  government  investment  would 
increase  the  budgetary  deficit,  there  appears  little  danger 
at  present  that  serious  inflationary  consequences  would 
ensue,  and  it  appears  that  efforts  to  accelerate  the  work 
of  government  planning  and  executive  agencies  might 
well  be  combined  with  measures  to  stimulate  private 
industrial  investment. 

This  conclusion  is  reinforced  by  a  consideration  of 
the  labour  situation.  While  the  Plan  by  no  means 
exhausts  the  possibilities  of  progress  in  agriculture,  there 
are  limits  to  the  rate  of  useful  investment  in  that  sector 
arising  from  the  limitations  of  supply  of  trained  per¬ 
sonnel  capable  of  assisting  in  the  introduction  of  new 
techniques.  Furthermore,  even  if  greater  efforts  could 
be  put  into  increasing  agricultural  output,  this  would 
be  unlikely  to  absorb  the  under-employment  of  the  rural 
areas,  which  is  the  core  of  the  employment  problem. 
In  most  cases,  improvement  in  production  methods  will 
prove  to  be  labour-saving,  and  with  the  present  small 
size  of  holdings  increased  population  on  the  land  is 
likely  to  be  a  drag  rather  than  a  spur  to  higher  yields. 
On  the  other  hand,  the  professions  are  over-crowded 
and  industrial  employment  prospects  are  unfavourable. 
Thus,  although  agricultural  development  has  so  far 
provided  the  quickest  and  most  economical  means  of 
raising  national  income,  and  has  at  the  same  time 
provided  some  relief  to  the  balance  of  payments,  it 
seems  that  attention  must  turn  once  again  to  industrial 
development  now  that  a  substantial  number  of  agricul¬ 
tural  schemes  have  been  successfully  launched,  and  that, 
as  mentioned  above,  low'er  returns  may  be  encountered 
in  a  continuation  of  large  scale  irrigation  works. 


In  this  field  there  are  some  serious  problems.  The 
first  Five-Year  Plan  has  made  a  beginning  in  providing 
some  of  the  requirements  for  the  development  of  industry- 
on  a  large  scale — such  as  power  and  transport  facilities. 
Certain  industries  essential  to  the  progress  of  the  Plan, 
such  as  fertilizer  production,  have  now  been  established, 
and  other  basic  industries  of  long  standing,  such  as 
steel  and  coal  mining,  are  being  expanded.  However, 
neither  government  enterprise  nor  large-scale  private 
industry,  while  unavoidably  making  substantial  demands 
on  India’s  scarce  resources  of  capital,  appears  capable 
of  absorbing  the  large  numbers  of  workers  presently 
unemployed  or  under-employed. 

While  both  government  investment  and  foreign 
capital  inflow  need  to  be  increased  to  supply  the  types 
of  industries  and  facilities  for  which  the  Indian  business 
community  does  not  have  either  the  resources  or  the 
technical  experience,  greater  attention  should  perhaps  be 
given  to  providing  the  incentives  and  the  means  for  the 
development  of  the  multifarious  types  of  enterprises 
which  can  be  started  only  by  local  private  initiative. 

Such  enterprises  are  best  fitted  to  alleviate  the 
employment  situation,  but  while  their  capital  demands 
are  low,  their  productivity  is  equally  low  and  they  con¬ 
tribute  to  increasing  per  capita  incomes  only  to  the 
extent  that  they  absorb  unemployed  resources.  Co¬ 
operation  between  the  government  and  private  enterprise 
has  by  no  means  reached  its  limits.  The  operations  of 
the  Industrial  Finance  Corporation  have  been  on  a  small 
scale,  while  government  control  over  private  investment 
has  often  acted  as  a  brake,  which  may  have  been  justified 
when  inflation  was  threatening  but  has  since  lost  its 
justification.  Moreover,  present  policies  of  tariff  protec¬ 
tion  for  industries  which  it  is  desired  to  encourage  might 
require  to  be  supplemented  by  some  form  of  guarantee 
of  steadier  markets.  In  the  conditions  prevailing  in 
India,  government  research  might  play  an  important  role 
in  developing  techniques  of  production  that  are  capital¬ 
saving  rather  than  labour  saving,  in  order  to  encourage 
small-scale  enterprise. 

While  such  co-operation  between  government  and 
private  firms  should  in  the  long  run  provide  the  most 
economic  basis  for  developing  the  economy,  there  may 
be  little  that  the  government  can  do  in  the  short  run  to 
create  a  more  enterprising  attitude  among  private  inves¬ 
tors.  Until  such  a  change  does  occur,  the  main  burden 
of  ensuring  a  higher  rate  of  investment  will  fall  upon 
the  government,  and  one  of  its  main  problems  will  be  to 
develop  the  flexible  institutions  that  such  a  policy 
requires.  At  the  same  time,  the  machinery  of  co¬ 
operation  that  has  been  established  between  the  Central 
Government  and  the  States  will  need  to  be  maintained 
and  strengthened  if  the  fundamental  objective  of  direct¬ 
ing  into  investment  a  large  share  of  future  increments 
in  national  income  is  to  be  secured. 


XUM 


Chapter  II. 
INDONESIA 


INTRODUCTION 

The  Korean  war  boom  caused  serious  inflation  in 
Indonesia.  Improvement  in  the  terms  of  trade  and 
expansion  of  exports  led  to  a  considerable  rise  in  money, 
and  also  in  real  incomes,  widely  distributed  through 
wage  increases  and  rising  prices  of  home-produced 
goods.  Production,  though  responding  to  this  stimulus, 
barely  exceeded  the  pre-war  level,  and  production  per 
capita  did  not  reach  the  pre-war  level.  The  supply  of 
consumers’  goods  in  particular  did  not  keep  up  with 
increasing  incomes,  and  rising  expenditure  led  to  strong 
upward  pressures  on  prices. 

The  collapse  of  the  boom  brought  readjustment 
problems  springing  from  the  widespread  need  for 
retrenchment,  while  inevitable  delays  in  adjusting  the 
government’s  fiscal  policy  led  to  large  budgetary  and 
balance  of  payments  deficits. 

The  principal  problem  now  confronting  the  govern¬ 
ment  is  the  adjustment  of  levels  of  consumption  and 
development  spending  to  the  volume  of  productive 
resources  available  in  the  economy  which  can  now  be 
supplemented  only  by  a  reduced  volume  of  foreign 
exchange  earnings. 

PRODUCTION 

Neither  agricultural  nor  industrial  production  was 
quick  to  recover  after  the  war;  imports  of  capital  goods 
were  less  than  pre-war,  while  unsettled  conditions  and 
labour  difficulties  prevented  rapid  progress.  Only  in 
1951,  under  the  stimulus  of  the  Korean  war  boom  did 
most  branches  of  production  reach  the  pre-war  level, 
and  progress  since  then  has  been  uneven,  a  number  of 
export  crops  showing  little  advance  and  others  even  a 
decline. 

However,  during  1951  and  1952  capital  expenditure 
by  the  government  increased  rapidly;  imports  of  capital 
goods  reached  the  pre-war  level  in  1951,  and  exceeded 
it  in  1952,  though  still  aecounting  for  only  18  per  cent 
of  the  value  of  imports,  as  against  20  per  cent  before 
the  war.^  The  value  of  capital  goods  imports  continued 
to  expand  as  the  flow  of  deliveries  increased  against 
1951  and  1952  orders  in  the  first  nine  months  of  1953. 


1.  The  share  of  capital  Roods  in  total  imports  was,  however,  nearly 
24  per  cent  in  1949,  owinR  to  exceptionally  large  imports  by  the 
oil  companies. 


The  country  is  more  settled,  and  industrial  disputes, 
which  cost  7.8  million  man-days  in  1950,  fell  to  less  than 
a  million  in  1952  and  were  at  an  annual  rate  of  about 
100,000  man-days  lost  only  in  the  first  half  of  1953;  a 
bill  now  in  preparation  is  expected  to  consolidate  this 
improvement  in  labour  relations. 

Labour  costs  are  now  much  higher  than  pre-war; 
for  example,  it  is  estimated  that  in  14  industrial  groups 
the  number  of  employees  in  1951  had  risen  to  70  per 
cent  above  that  of  1940  w’ith  wages  and  salaries  10 
times  as  high,  but  with  labour  productivity  below  that 
of  1940,  in  some  cases  as  low  as  50  per  cent.^  Other 
scattered  data  suggest  that  money  wages  (including 
various  benefits)  may  have  risen  between  ten  and  thirty 
times  compared  with  pre-war.  Prices  are  also  much 
higher;  in  the  home  currency,  between  twenty  and  thirty 
times  the  1938  level.  Reckoned  in  dollars,  this  is  a 
rise  of  three  to  five  times,  as  compared  with  a  two  or 
three  fold  increase  in  international  prices.  These 
increases  have  handicapted  export  industries  and  those 
producing  goods  in  competition  with  imports,  but  the 
concurrent  rise  in  incomes  has  stimulated  demand  for 
home-produced  goods  protected  by  high  import  duties 
and  import  restrictions. 

Industry 

In  1953  economic  difficulties  led  to  a  cut  of  41  per 
cent  in  budgetted  funds  for  capital  expenditure,  but  the 
rate  of  physical  investment  did  not  fall  so  drastically 
since  capital  goods  ordered  in  1952,  before  the  cut,  were 
delivered  in  1953.  Among  government-owned  factories 
being  erected  under  the  Emergency  Industrialization 
Programme  and  now  nearing  completion  are  a  printing 
works,  plants  for  remillihg  rubber,®  a  desiccated  coconut 
factory,^  glass  factories,'*  and  a  spinning  mill.*'  Pro¬ 
vision  of  cheap  credit  and  even  of  factories  by  the 
government  is  helping  small  private  firms. 


2.  Java  Bank  Report,  195i/SS,  p.  177. 

3.  Three  out  of  the  five  factories  erected  in  1952  should  start  produc¬ 
tion  towards  the  end  of  1953.  The  total  productive  capacity  of  the 
five  factories  is  7,200  tons  per  year. 

4.  This  factory  started  production  in  January  1953  with  an  output 
of  7,000  tons  a  year  workinR  in  three  shifts.  This  is  the  first 
coconut  factory  to  be  established  in  Indonesia. 

5.  The  orifrinal  plan  called  for  10  factories,  but  by  the  middle  of 
1953  at  least  eiirht  more  private  factories  had  been  established 
usintt  broken  RlaSs.  During  1953  at  least  three  factories  have 
switched  from  using  broken  glass  to  original  raw  materials. 

6.  The  machinery  for  the  30,000-pindle  unit  arrived  in  late  1952  and 
the  factory  should  start  production  around  the  middle  of  1954. 
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Only  scattered  indications  are  available  on  the 
restoration  of  productive  facilities  in  private  under¬ 
takings.  Considerable  increases  both  in  capacity  and 
output  have  been  registered  in  a  number  of  industries, 
such  as  textiles,  tyres,  radios,  light  bulbs  and  cigarettes. 
With  increases  in  capacity,  textile  piecegoods  output 
increased  from  23  million  metres  in  1951  to  29  million 
metres  in  1952  and  to  an  annual  rate  of  41  million 
meters  in  the  first  half  of  1953.  There  were  similar 
increases  in  output  of  other  textiles  such  as  sarongs 
and  towels. 

Food 

In  1951/52  most  food  crops  approached  or  exceeded 
the  pre-war  level  and  in  the  next  crop  year  rose  further 
(see  table  23).  Several  factors  contributed  to  this 
increase.  The  area  devoted  to  food  crops  was  larger 
because  the  prices  of  these  had  risen  relatively  to  that 
of  other  crops,  the  weather  was  favourable,  and  the 
government  distributed  fertilizers  cheaply,  provided 
improved  seeds,  undertook  the  repair  of  irrigation  canals 
and  the  control  of  plant  diseases  and  posts,  and  made 
special  efforts  to  expand  both  wet  and  dry  rice  cultivation. 

Although  in  1952  fertilizer  imports  were  barely 
one-quarter  of  their  1938  volume,  the  area  of  rice  cul¬ 
tivation  on  which  chemical  fertilizers  were  used  increased 
from  15,000  to  65,000  hectares  in  the  course  of  1952, 
while  the  area  where  green  manure  was  used  increased 
from  20,000  to  36,000  hectares.  In  the  first  nine  months 
of  1953  it  was  about  20  per  cent  more  than  the  average 
in  the  whole  of  1952.  One  million  hectares  of  irrigated 
land,  25  per  cent  more  than  in  the  previous  year,  were 
planted  with  improved  varieties  of  rice  in  1952,  but 
government  seed  farms,  though  they  more  than  doubled 
in  number  in  the  last  few  years,  still  cannot  provide 
enough  seed  for  the  2  to  3  million  hectares  of  suitable 
irrigated  land. 


Although  rice  production  has  increased  significantly 
in  1951/52  and  1952/53,  530,000  tons  were  imported  in 
1951  and  760,000  tons  in  1952,  accounting  for  nearly 
three-quarters  of  the  value  of  food  imports.  The  increase 
in  rice  imports  was  stimulated  by  increased  purchasing 
power  in  the  hands  of  the  consumers  and  favoured  by 
the  effort  of  the  government  to  curb  inflationary  pres¬ 
sures  through  an  increase  in  the  supply  of  consumption 
goods.  In  the  first  nine  months  of  1953,  rice  imports 
were  continuing  at  the  rather  lower  annual  rate  of 
400,000  tons. 

Production  for  export 

There  have  been  striking  developments  compared 
with  pre-war  in  the  share  of  exports  taken  by  the  three 
major  export  commodities,  rubber,  tin  and  petroleum. 
Rubber  exports  accounted  for  a  much  larger  share  partly 
because  of  greatly  increased  production  and  partly  be¬ 
cause  of  sharp  price  increases.  The  same  factors  have 
raised  the  share  of  tin  in  the  total  value  of  exports; 
but  in  the  case  of  petroleum,  increases  in  quantity  rather 
than  in  price  have  been  the  determining  factor.  In 
1951  these  three  commodities  together  accounted  for 
about  three-quarters  of  the  value  of  exports  whereas  in 
1938  they  only  accounted  for  about  half. 

In  contrast,  the  share  in  exports  of  such  staples  as 
sugar  and  tea  have  declined,  and  the  same  applies  to 
most  of  the  minor  export  commodities  such  as  coffee, 
tobacco,  quinine,  hard  fibres,  tapioca,  pepper  and  spices, 
kapok,  timber  and  coal.  Production  of  these  commo¬ 
dities  is  lower,  largely  because  of  a  failure  to  recover 
from  the  effect  of  war,  but  partly  because  labour  costs 
have  been  rising  sharply,  and  partly  because  much 
land  which  previously  was  used  for  their  production 
is  now  used  for  rice  for  the  home  market. 

Rubber:  In  1951  rubber  production  equalled  nearly 
twice  the  production  in  1949,  and  was  more  than  double 
the  1938  production.' 


1.  It  may  be  noted  that  pre-war  output  of  rubber  was  artificially  low 
owine  to  the  international  rubber  restriction  scheme. 


TABLE  23 

INDONESIA:  PRODUCTION  INDICES  OF 
SELECTED  FOOD  CROPS 
( pre-war  average  —  100) 


TABLE  24 

INDONESIA:  PERCENTAGE  DISTRIBUTION  OF 
TOTAL  EXPORTS  BETWEEN  PRINCIPAL 
COMMODITIES 


1950/51 

1951/52 

1 

I  1952/53 

i  1952/53 
('000  tons) 

1 

1949 

1950 

1951 

1 

1952 

1953 

(Jan-Sep) 

Rice  (paddy) 

S6 

92 

97 

9,663 

Estate  rubber 

11.4 

12.0 

17.1 

23.8 

18.2 

Maize . 

93 

98 

109 

2.666 

Native  rubber 

12.7 

31.4 

34.8 

27.4  1 

17.7 

Sweet  potatoes  and 

Petroleum  . . 

28.5 

18.9 

13.2 

19.8  ’ 

24.6 

yams  . 

111 

115 

123 

1.800 

Tin 

11.7 

6.3 

Cassava  . 

99 

104 

109 

8.232 

Copra  . . 

10.8 

7.4 

Soybean  . 

106 

112 

115  1 

270 

Tea  . .  . .  1 

3.7 

3.5 

2.8 

Groundnut . 

98 

103 

! 

87 

256 

i 

Others  . .  . .  { 

21.1 

20.5 

1  15.3 

1  1 

1  20.7 

Source:  FAO.  Source:  Central  Bureau  of  Statistics. 
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This  sharp  increase  was  due  largely  to  a  rapid 
expansion  of  production  on  small  holdings  in  response 
to  price  increase  consequent  on  the  Korean  war  and 
later  to  increases  in  estate  production  of  rubber  which 
reacted  less  promptly  to  the  stimulus  of  higher  prices. 
Small  holders’  rubber  output  more  than  doubled  between 
1949  and  1951,  whereas  the  output  of  estate  rubber 
increased  by  only  one-third.  However,  in  1952  produc¬ 
tion  of  small  holders’  rubber  decreased  by  23  per  cent 
and  its  exports  which  had  been  at  550,000  tons  in  the 
previous  year,  fell  by  18  per  cent,  while  production  of 
estate  rubber  rose  by  30  per  cent  and  its  export  by 
nearly  50  per  cent  from  about  200,000  tons  to  nearly 
300,000  tons.  In  1953  the  estates  output  was  maintained 
while  smallholders  production  declined  further;  prices 
in  the  middle  of  1953  were  20  per  cent  below  those  of 
mid-1952  and  were  at  levels  comparable  with  those  pre¬ 
vailing  before  the  outbreak  of  the  Korean  war.  In  the 
second  half  of  1953  (November)  prices  fell  by  another 
15  per  cent.  Export  duties  were  reduced  by  steps  in 
the  second  half  of  1952,  remained  at  about  the  pre- 
Korean  war  level  and  were  again  reduced  slightly  in  the 
third  quarter  of  1953. 

The  estates  are  confronted  with  rising  cost  of  pro¬ 
duction,  mainly  through  increase  in  money  wages. 
According  to  an  estimate  of  the  Java  Bank  the  cost 
of  production  of  estate  rubber  in  1952  was  approximately 
double  the  cost  in  1951.  Despite  some  rise  in  labour 
productivity  and  an  increase  of  50  per  cent  in  the  local 
currency  value  of  exports  as  a  result  of  devaluation 
early  in  1952,  many  rubber  estates  no  longer  cover 
their  full  costs.  This  situation  is  all  the  more  serious 
since  the  need  for  investment  in  the  industry  is  acute. 
Owing  to  the  pre-war  restriction  scheme,  the  war,  and 
the  unsettled  conditions  of  the  last  few  years,  only  an 
insignificant  percentage  of  the  trees  are  less  than  20 
years  old.  Under  present  cost-price  relationship  the 
industry  continues  to  live  on  its  capital. 

Copra;  Exports  of  copra,  which  had  been  recovering 
rapidly  since  1949,  nearly  reached  the  pre-war  volume 
in  1951,  but  fell  rapidly  in  1952  and  in  the  first  half 
of  1953,  partly  due  to  the  reduction  in  output  and  partly 
due  to  the  increase  in  domestic  consumption.  The 
Copra  Fund  had  prevented  the  sharp  fluctuations  in  the 
world  market  price  from  having  their  full  effect  on 
domestic  prices;  the  spread  between  its  buying  and 
selling  price  was  increased  in  the  boom,  and  reduced 
in  the  recession.  However,  the  Copra  Fund  allowed  the 
fresh  rise  in  price  of  copra  towards  the  end  of  1952 
and  early  in  1953  to  affect  domestic  prices  more  directly: 
the  buying  price  was  raised  by  more  than  50  per  cent 
in  less  than  a  year,  or  about  as  much  as  the  export 
price.^  Partly  as  a  result,  the  volume  of  exports  in  the 


1.  By  March  1953  it  was  Rp.l40  per  100  kg  as  compared  with  Rp.90 
per  100  kg  in  August  1952. 


third  quarter  revived  and  was  slightly  above  the  1952 
average  and  about  40  per  cent  above  the  corresponding 
quarter  of  1952. 

Tea:  Production  and  exports  of  tea  from  Indonesia, 
even  in  1951  when  exports  reached  their  peak,  were 
nevertheless  very  much  below  pre-war,  because  of 
unrepaired  war  damage,  disturbed  conditions  and  the 
blister  blight  disease.  In  1951/52  exports  were  57  per 
cent  below,  and  in  1952/53,  66  per  cent  below  the 
export  quota  fixed  by  the  International  Tea  Agreement. 
The  volume  of  export  in  the  first  nine  months  of  1953 
averaged  10  per  cent  below  1952.  As  in  the  case  of  rubber 
production,  the  estates  are  faced  with  growing  difficulties 
due  to  the  continuing  rise  in  wages  which  has  upset 
cost-price  relationships  and  discouraged  new  investment. 
Indonesia  has  difficulties  in  competing  in  world  markets 
even  though  the  general  export  duty  was  abolished  in 
April  1952. 

Sugar:  The  problems  of  the  sugar  industry  in  Indonesia 
are  centred  around  difficulties  of  rehabilitation  and 
restoration  of  law  and  order.  Labour  disputes  and 
strikes,  rising  money  wages,^  and  difficulties  in  leasing 
land  from  peasants  because  of  the  greater  profits  from 


2.  Money  wages  on  the  sugar  estates  in  Java  at  the  end  of  1952  were 
12  per  cent  and  460  per  cent  above  the  1951  and  1949  levels  respec¬ 
tively. 


TABLE  25 

INDONESIA:  INDEX  NUMBERS  OF  TOTAL  VALUE, 
QUANTUM  AND  UNIT  VALUE  OF 
SELECTED  EXPORTS 
1949  =  100 


1950 

1951 

1952 

1953“ 

Estate  rubber 
Value 

159 

366 

370 

249 

Quantum 

110 

132 

192 

194 

Unit  value 

144 

277 

192 

128 

Native  rubber 
Value 

371 

665 

379 

216 

Quantum 

210 

235 

194 

160 

Unit  value 

177 

283 

196 

135 

Petroleum 

Value 

99 

113 

123 

134 

Quantum 

103 

106 

130 

165 

Unit  value 

96 

106 

94 

81 

Tin 

Value 

81 

134 

142 

129 

Quantum 

101 

103 

117 

104 

Unit  value 

80 

131 

122 

124 

Copra 

Value 

103 

231 

91 

91 

Quantum 

93 

166 

109 

86 

Unit  value 

112 

139 

84 

106 

Tea 

Value 

142 

193 

123 

121 

Quantum 

132 

190 

150 

134 

Unit  value 

108 

1 

102 

82 

90 

NOTE:  Compiled  by  the  Secretariat  of  ECAFE  on  basis  of  national 
trade  statistics, 
a.  Jan-Sep  at  annual  rate. 
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rice  cultivation  have  all  contributed  to  the  low  level 
of  estate  production.  Recovery  in  sugar  cultivation  was 
quite  slow  until  1953  and  in  1952  the  area  under  factory 
sugar  was  only  about  half  that  in  1938,  and  productivity 
per  hectare  has  fallen  by  over  40  per  cent:  as  a  result, 
sugar  output  was  458,000  tons  in  1952,  as  compared 
with  1.4  million  tons  in  1938,  and  exports — which 
reached  1.2  million  tons  in  1938 — were  insignificant  in 
1952.  The  government  has  taken  a  series  of  measures 
to  encourage  sugar  cane  production  both  by  estates  and 
by  small  growers  and  not  without  some  success:  the 
area  devoted  to  cultivation  by  small  growers  rose  in 
1952  to  about  20,000  hectares  as  compared  with  12,500 
hectares  in  1937.  In  1953,  production  of  factory  sugar 
increased  to  615,000  tons  because  of  increased  planting 
and  improved  security,  and  in  1954  production  is 
expected  to  reach  800,000  tons.  Since  domestic  require¬ 
ments  of  sugar  amount  to  about  450,000  tons,  exports  on 
a  significant  scale  have  begun  in  1953.'  Exports  of 
sugar  in  the  third  quarter  1953  rose  sharply  to  34,000 
tons  as  compared  with  about  3,000  tons  in  the  whole 
of  1952.  During  the  second  half  of  1953,  100,000  tons 
of  factory  sugar  were  exported  or  contracted  for  early 
delivery. 

Tin:  Production  and  exports  of  tin-in-concentrates  had 
already  exceeded  the  low  1938  level  before  1950  but 
failed  to  respond  to  the  threefold  price  rise  during  the 
Korean  war  boom.  Nor  has  tin  output  been  much 
affected  as  yet  by  the  price  declines  which  had,  by 
August  1953,  brought  the  world  price  slightly  below  the 
average  of  1949,  because  the  tin  agreement  signed  with 
the  United  States  in  1952  has  kept  the  price  of  exports 
to  the  United  States  which  constitute  about  half  of 
total  exports  at  $1.18  per  lb  f.o.b.  Djakarta.^  A  down¬ 
ward  price  adjustment  is  expected  for  1954. 

Cost  increases  do  not  set  so  acute  a  problem  in 
the  tin  industry  as  in  the  agricultural  estates;  between 
1949  and  mid-1953  money  wages  in  the  tin  mines 
increased  by  50  per  cent  only.  Nevertheless,  there  has 
been  no  investment  in  tin  mining  other  than  replacement 
and  some  deepening  of  the  older  mines  on  Billiton  island. 
Prospecting  is  continuing  but  so  far  no  discovery  of 
tin  deposits  has  been  made. 

Petroleum:  Successful  rehabilitation  of  the  petroleum 
industry  and  the  import  of  crude  oil  for  refining®  made 

1.  The  Indonesian  delegation  at  the  International  Sugar  Conference 
held  in  London  in  August  1953  tried  to  obtain  quotas  of  400,000 
tons.  550,000  tons  and  700,000  tons  for  the  following  three  years. 
Under  the  terms  of  the  proposed  International  Sugar  Agreement, 
which  was  prepared  by  the  conference,  Indonesia  was  given  a  basic 
export  allocation  of  250,000  tons,  but  Indonesia  has  not  accepted 
the  agreement. 

2  Indonesia  agreed  to  deliver  18,000  tons  of  tin  per  year  with  an 
option  to  sell  a  further  2,000  tons  on  the  same  terms.  If,  however, 
there  should  be  a  decline  in  production,  the  total  deliveries  need 
not  amount  to  more  than  58  per  cent  of  production.  The  price  of 
$1.18  per  lb.  f.o.b.  Djakarta  is  equivalent  to  £965  per  long  ton  in 
London.  The  price  prevailing  in  August  1953  in  London  averaged 
£595  per  long  ton. 

3.  Crude  oil  was  imported  in  order  to  keep  the  refineries  in  full 
operation  when  domestic  output  of  crude  oil  was  low  in  the  early 
post-war  years.  This  profitable  practice  has  been  continued  even 
though  production  of  crude  oil  in  1952  has  surpassed  pre-war. 


it  possible  to  increase  production  and  exports  of  petro¬ 
leum  products,  and  in  1953  they  exceeded  the  1938  level 
by  nearly  50  per  cent.  Investment  by  the  petroleum 
companies  has  been  at  a  high  level;  large  quantities 
of  capital  goods  were  imported  in  the  early  post-war 
years  and  significant  amounts  in  1951  and  1952.  Under 
the  “let  alone”  agreements,  the  petroleum  companies 
were  excepted  from  exchange  control,  keeping  whatever 
foreign  exchange  they  earned  but  also  providing  foreig.n 
exchange  for  rehabilitation  from  their  own  resources' 
The  “let  alone”  agreements  with  two  of  the  oil  companies 
expired  on  1  January  1952  and  were  not  renewed,  while 
the  agreement  with  Bataafsche  Petroleum  Maatschappy 
will  expire  on  1  January  1956. 

While  the  companies  income  tax  was  raised  in  1952 
from  40  to  52.5  per  cent,  the  special  duty  of  15  per  cent 
levied  on  petroleum  exports  was  abolished  at  the  end 
of  the  year  and  the  sums  previously  collected  were 
refunded. 

BALANCE  OF  PAYMENTS 

The  main  reasons  for  the  considerable  fluctuations 
which  have  taken  place  He  in  the  variations  in  prices 
of  Indonesia’s  major  exports.  There  is  normally  a 
deficit  on  invisibles  so  that  an  export  surplus  is 
necessary  to  balance  the  current  account.  But  export 
surpluses  were  only  secured  in  1950  and  1951,  the  boom 
years;  in  1949,  1952  and  1953  there  were  deficits. 

Chart  22 


INDONESIA:  VALUE  OF  IMPORTS  AND  EXPORTS 


The  deficit  on  account  of  goods  and  services  in 
1949  was  large,  and  indeed  was  equal  to  almost  40 
per  cent  of  the  value  of  exports,  though  the  adverse 
trade  balance  amounted  to  only  about  4  per  cent  of 
the  value  of  exports,  A  major  step  towards  the  correc- 

4.  Contrary  to  popular  opinion,  the  operation  of  this  agreement  has 
not  been  detrimental  to  the  balance  of  payments  position.  Ar 
estimate  of  the  foreign  exchange  receipts  and  expenditures  of  the 
oil  companies  between  1945  and  1951,  excluding;  transfers  of  pro¬ 
fits  and  amortization^  firives  an  excess  of  foreign  exchange  expendi¬ 
ture  over  foreign  exchange  receipts  of  Rp.l45  million.  Source: 
Report  on  lndonenia’8  Balance  of  Payments  submitted  by  the 
Minister  of  Finance  to  Parliament  in  December  1952,  reprinted  in 
Economics  and  Finance  in  Indonesia^  January  1953. 
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TABLE  26 

INDONESIA;  BALANCE  OF  PAYMENTS 


Million  dollars 


1  1949 

1950 

1951  1 

1 

1952  1 

i 

1953“ 

Exports  (i.o.b.) . 

1  424 

777 

1  1,257 

886  { 

766 

Imports  (c.i.f.) . 

—439 

—443 

1  —855 

—977  ! 

714 

Trade  balance . 

—  15 

334 

402 

—  91 

52 

Net  services** . 

—144 

—  94 

—223 

—162 

—136 

Balance  on  account  of  goods  and  services 

—159 

1 

240 

179 

I 

—253 

—  84 

Sourc:  IMF;  net  services  for  1953:  Consultative  Committee  on  Ekrono- 
mic  Development  in  South  and  South-East  Asia. 

GESERAI^  NOTE:  No  siirn  indicates  credit:  minus  sijtn  indicates 
debit.  Rates  applied  tor  dollar  conversion:  1949:  U^O.287  per 
rupiah:  1950.  1951:  US$0,263  per  rupiah;  1952,  1953:  US$0. 0S7  per 
rupiah. 


a.  Half  year  at  annual  rate. 

b.  Includinir  private  donations. 


lion  of  this  position  was  taken  in  March  1950  when  a 
system  of  exchange  certificates  was  introduced  which 
was  tantamount  to  a  devaluation  of  the  currency,  com¬ 
bined  with  additional  discrimination  against  imports. 
In  1950  and  again  in  1951  the  balance  on  account  of 
goods  and  services  improved  and  showed  a  surplus. 

Nevertheless  the  system  of  multiple  exchange  rates 
was  maintained  and  even  developed  by  the  introduction 
of  a  slight  element  of  discrimination  against  dollar 
imports  and  in  favour  of  dollar-eaming  exports.  Apart 
from  this  action,  there  was  no  change  in  the  effective 
rate  of  exchange  for  either  exports  or  imports  and  thus 
the  government  took  no  special  steps  to  draw  additional 
revenues  from  the  export  boom. 

Meanwhile  the  internal  situation  had  been  develop¬ 
ing  in  a  rather  unfavourable  way.  In  1951  substan¬ 
tial  inflationary  forces  generated  by  the  rise  in  the  value 
of  exports  made  themselves  apparent;  in  1952  the  large 
government  deficit  maintained  high  levels  of  income 
and  the  balance  of  payments  began  to  go  sharply  into 
deficit.  In  February  1952  the  government  did  away 
with  the  system  of  exchange  certificates  except  for  dollar 
trade  and  at  the  same  time  devalued  the  currency.  How¬ 
ever,  prior  to  devaluation,  the  system  of  exchange  certi¬ 
ficates  had  maintained  effective  rates  of  exchange  differ¬ 
ing  from  the  official  rate,  and  the  effect  of  devaluation 


for  imports  was  merely  to  bring  the  effective  rates  and 
the  official  rates  together,  so  that  the  domestic  prices 
of  imports  were  unaffected  and  demand  for  them  not 
reduced  by  price  effects.  Devaluation  did  increase  the 
domestic  currency  value  of  export  earnings,  but  this 
did  not  all  accrue  to  the  private  sector,  for  additional 
export  duties  were  imposed  on  a  number  of  important 
commodities  and  cusoms  yields  increased  sharply. 

However,  as  the  year  progressed  it  became  apparent 
that  full  control  had  not  been  secured  and  in  August 
1952  there  was  a  reversion  to  a  system  which  is  equiva¬ 
lent  to  a  multiple  exchange  rate,  import  surcharges 
ranging  from  30  to  200  per  cent  being  imposed  on  wide 
groups  of  commodities  according  to  their  degree  of 
essentiality.  In  the  third  quarter  of  1953,  in  order  to 
promote  exports,  the  system  of  inducement  certificates 
was  again  introduced  for  rubber,  cattle,  leather,  rattan 
and  handicrafts.  Exporters  of  these  commodities  received 
certificates  averaging  10  per  cent  of  the  export  value 
and  against  which  import  licences  for  luxury  imports 
could  be  obtained. 

Although  the  surplus  on  trade  in  the  first  nine 
months  of  1953  was  at  an  annual  rate  of  $45  million, 
foreign  reserves  declined  by  $110  million  between  May 
and  November  1953 — resumption  of  a  trend  which  had 
been  halted  at  the  end  of  1952. 


TABLE  27 


INDONESIA:  GOVERNMENT  BUDGETS® 

Million  rupiahs 


1950 

Estimate 

1951 

1951 

1951 

1952 

Budget 

1952 

1953 

First 

Second 

Provisional 

Provisional 

Provisional 

estimate 

estimate 

result 

result 

estimate 

Net  revenue  . 

4,093 

6,080 

9,964 

10,303 

9,179 

9.683 

7,580 

Net  expenditure  . 

5,829 

7,067 

10,368 

9,108 

13,506 

13,192 

9,374 

Balance  . 

—1,736 

—  987 

1  —  404 

1 

4-1.195 

—4,327 

—3,509 

—1,794 

Source:  1951  First  estimate:  Nota  betraffend  dc  Teeatand  van’s  Lands  a.  The  fi:rures  are  the  net  figures  as  given  in  the  above  sources  and 

Financion,  Ministry  of  Finance,  January  1951:  other  figures:  Bank  not  comparable  with  those  published  in  the  Economic  Survey  of 

of  Java  Report,  19SS/5S.  Asia  and  the  Far  East  1951,  appendix  table  XI,  to  which  various 

adjustments  were  made. 
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PUBLIC  FINANCE 

The  Indonesian  Government  has  been  confronted 
with  exceptional  difficulties  in  the  formulation  and 
execution  of  its  fiscal  policy:  since  it  took  over  the 
administration  in  1950,  it  has  had  to  face  severe  trade 
fluctuations  and  the  impact  of  inflation  at  a  time  when 
its  administrative  machinery  was  in  the  process  of  being 
built  up  and  was  as  yet  inadequate  to  deal  with  the 
rapidly  changing  situation. 

Table  27  indicates  the  changes  in  budgetary  policy 
under  the  impact  of  rising  prices  and  buoyant  revenue. 
The  budget  for  1951,  by  the  time  it  was  presented  in 
January  1951,  was  already  known  to  have  been  under¬ 
estimated.  The  rises  in  revenue  and  prices  led  towards 
the  end  of  the  year  to  a  revision  which,  despite  a  50 
per  cent  increase  in  estimated  revenues,  provided  again 
for  a  deficit  though  a  small  one,  even  in  face  of  the 
inflationary  pressures  generated  by  the  rise  in  export 
prices.  Planning  of  expenditure  on  so  generous  a  scale 
was  prompted  by  the  desire  to  start  urgently  needed 
schemes  of  rehabilitation  and  development  and  the 
optimism  created  by  the  buoyancy  of  revenue,  but  the 
administration  over-estimated  its  spending  potential  and 
in  fact  a  surplus  emerged  in  1951. 

During  1951  increases  were  granted  in  civil  service 
salaries  and  projects  were  started,  the  expenditure  on 


which  had  its  full  effect  only  in  1952.  Moreover, 
government  revenues  fell  in  1952,  budgetary  control 
proved  inadequate,^  and  a  large  deficit  emerged,  with 
reactions  on  incomes  and  the  balance  of  payments.  In 
1953  revenue  and  expenditure  have  been  better  co¬ 
ordinated  and  budgetary  policy  appears  to  have  played 
a  more  effective  part;  on  the  revenue  side,  provisional 
actuals  for  the  first  9  months  of  the  year  indicate  that 
export  taxes  fell  below  the  budgeted  level  (as  indicated 
in  table  28),  but  this  shortfall  was  more  than  made  good 
by  a  substantial  increase  in  corporation  taxes.  Expendi¬ 
ture  is  also  reported  to  have  been  in  the  first  9  months 
consistent  with  budget  estimates. 

The  extreme  sensitivity  of  revenue  to  changes  in 
the  volume  of  external  trade  is  largely  due  to  the  fact 
that  taxes  on  foreign  trade  account  for  a  large  proportion 
of  revenue;  customs  taxes  and  other  receipts  derived 
directly  from  foreign  trade  amounted  to  Rp.6,835  million 
in  1951,  fell  to  Rp.5,297  million  in  1952  and  were 
estimated  at  Rp.4,171  million  in  the  1953  budget. 

In  1951  the  main  source  of  revenue  was  the 
Exchange  Certificates  which  importers  had  to  procure 
in  order  to  obtain  tbe  right  of  buying  foreign  exchange. 
The  system  was  abolished  with  the  devaluation  of  the 

1.  The  1952  budjfetary  estimates  were  presented  only  durinjr  the 
second  half  of  the  year;  thus  they  reflected  lar(?ely  expenditure  ah 
ready  incurred  or  committed. 


TABLE  28 


INDONESIA:  GOVERNMENT  REVENUE  AND  EXPENDITURE 

Million  rupiahs 


1951^ 

provisional  results 

1952b 

1953 

budget  estimates 

Net  qoyemment  revenue 

Direct  taxes  . 

.  1,364 

1,756 

1,329 

Indirect  taxes . 

Domestic  trade*^  . 

1,686 

1,857 

1,609 

Foreign  trade . 

6.83S 

5,297 

4,171 

Export  duties  . 

1,309 

1,819 

1,246 

Import  duties  . 

1,404 

1,396 

1,275 

Foreign  exchange  certificates,  import 

surcharges  . 

4,122 

2,082 

1,650 

Government  industries  and  miscellaneous 

receipts'^  . 

418 

480 

472 

Total  net  revenue . 

10,303 

9,390 

7,581 

Gross  government  expenditure 

Current;  Security  . 

5,324 

7,338 

5,502 

Economic . 

2,008 

4,297 

3,493 

Others  . 

3.298 

3,029 

2,563 

Capital:  Security  . 

371 

216 

Economic . 

2,327 

1,366 

Others  . 

201 

76 

Total  gross  expenditure . 

10,630 

17,563 

13,216 

Adjustment  to  a  net  basis^ . 

—1,522 

—4,057 

—3,842 

Adjustment  from  budget  to  results^ . 

—  314 

Total  net  expenditure  . 

9,108 

13,192 

9,374 

Source:  Java  Bank  Report,  195g/S3. 

a  No  breakdown  available  for  1951  between  current  and  capital  ex¬ 
penditure;  capital  outlay  included  with  current  expenditure. 

b.  Provisional  results  for  net  government  revenue;  budget  estimates 
for  gross  government  expenditure. 

c.  Indirect  taxes  on  domestic  trade  include  turnover  and  sales  tax, 
excise  and  processing  taxes. 


Stamps,  licences,  lotteries,  miscellaneous  taxes,  government  enter¬ 
prises  and  other  receipts. 

E.xpenditure  only  available  on  a  gross  basis;  the  adju:;tment  to 
eliminate  transfers  and  double  counting  can  only  be  done  on  the 
total. 

Ureakdown  of  expenditure  for  1952  only  available  for  budget 
figures  and  not  for  provisional  results:  budgeted  expenditures  as 
given  exceeded  actuals  by  Rp.314  million. 
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rupih  in  February  1952,*  but  additional  export  duties 
were  levied  to  absorb  some  of  the  export  profits  resulting 
from  the  lower  exchange  rate.  These  special  duties  were 
reduced  or  abolished  as  falling  commodity  prices  made 
their  burden  particularly  heavy. 

The  import  surcharge  system,  introduced  in  August 
1952,  restored  in  part  the  loss  of  revenue  resulting 
from  the  abolition  of  exchange  certificates.  The  system 
discriminates  against  non-essential  imports  and  con¬ 
stitutes  in  part  a  multiple  exchange  rate  system.- 

The  data  available  on  the  expenditure  side  relate 
to  gross  outlays;  only  budget  estimates  are  available  for 
1952  and  the  provisional  results  for  1951  do  not  show 
capital  expenditure  separately.  While  comparisons  are 
thus  difficult,  it  appears  that  the  main  increase  in  1952 
expenditure  was  for  economic  affairs;  capital  outlays  in 
1952  were  larger  than  total  expenditure,  both  current 
and  capital,  under  this  heading  in  1951. 

W'^hile  the  economies  in  the  1953  budget  have  fallen 
heavily  on  capital  expenditure,  it  is  presumed  that  the 
cuts  have  been  made  selectively  and  the  slowing  down 
of  development  is  likely  to  be  far  less  significant  than 
the  figures  indicate. 

1.  It  was  retained  for  exports  to  and  imports  from  the  dollar  area, 
but  limited  to  a  small  inducement  to  exporters  and  surcharee  to 
importers. 

2.  Under  the  surcharge  system  as  revised  in  January  1953.  essential 
goods  are  exempt  while  taxes  of  33,  100  and  200  per  cent  are  ap¬ 
plied  to  various  categories  of  imports. 


THE  COURSE  OF  INFLATION 

The  rise  in  the  value  of  exports  in  the  second  half 
of  1950  and  in  1951  has  been  the  main  driving  force 
behind  the  emergence  of  inflationary  pressures.  Table 
29  shows  that  in  those  two  years  the  government  was 
not  successful  in  preventing  the  additional  earnings  from 
flowing  into  the  income  stream. 

This  rapid  rise  in  incomes  was  widely  distributed, 
partly  because  money  wages  in  estate  agriculture  rose 
two  and  a  half  times  in  1950,  and  absorbed  a  substantial 
part  of  export  profits.  In  addition,  in  1950  much  of  the 
additional  income  particularly  that  arising  from  rubber 
exports  accrued  to  smallholders  as  well  as  to  estate 
owners. 

Private  consumption  expanded  very  rapidly,  and 
this  was  immediately  reflected  in  an  increase  in  the 
price  of  rice  by  nearly  80  per  cent  between  July  and 
December  1950.  W^hile  this  increase  was  partly  seasonal, 
the  situation  was  aggravated  by  the  short  fall  of  the 
1951  harvest.  Between  August  1951  and  August  1952 
the  free  market  price  for  rice  rose  three-fold  in 
Djakarta  and  Semarang,  and  even  more  in  Surabaya.® 
The  rise  in  incomes  from  production  and  trade  in  rice 
spread  further  the  increases  in  purchasing  power. 

In  the  general  atmosphere  of  rising  prices,  a 
widespread  buying  spree  developed,  and  both  traders 
and  consumers  sought  to  store  up  consumption  goods, 

3.  In  contrast  it  may  be  noted  that  the  unit  value  of  imported  rice 
rose  by  4  per  cent  only  between  1950  and  1951. 


TABLE  29 

INDONESIA:  INDICATORS  OF  INFLATION 


1 

1949—1950  1 

1950—1951 

1951—1952  j 

1952—1953 

Private  income  (Million  Rp.) 

A.  Changes  in  value  oi  exports^  . 

3.572 

3,655  ! 

462 

— 1,786*> 

B.  Changes  in  export  tax  collection‘s  . 

C.  Changes  in  private  incomes  directly  due  to 

368 

817 

i 

510 

—  575 

exports  (A-B)  . 

3,204 

2,838 

—  48 

—1.211 

Banking  and  finance  (Million  Rp.) 

i 

1 

D.  Changes  in  money  supply** . 

E.  Changes  in  advances  outstanding  from  the  Bank 

300 

1,209 

1  1.021 

1.680 

1 

of  Indonesia  to  the  Government^ . 

1,504 

—1,277 

3.071 

i  2,45  If 

F.  Changes  in  loans  outstandinq  from  the  banking 

1 

system  to  the  private  sector'*'*  . 

430 

1,323 

;  358 

!  ^ 

Index  numbers  oi  wages  &  prices  (previous  year=100) 

G.  Changes  in  wage  rates  in  estate  agriculture*>  . . 

254 

160 

'  S5 

i 

1 

H.  Changes  in  price  of  foodstuffs  . 

116 

167 

105 

!  i65'’ 

I.  Changes  in  wholesale  price  oi  imported  goods 

206 

138 

1 

1  106* 

Source:  Central  Bureau  of  Statistics,  Bank  of  Indonesia. 

a.  Trade  figures  (excluding  petroleum  and  its  products)  have  been 
corrected  to  take  into  account  the  effective  exchange  rate. 

Rates  used:  January — March  1949  $1  =  2.64 

April  i949 — February  1950  =  3.80 

March  1950 — January  1952  =  7.60 

February  1952 — September  1953  =  11.40 
For  a  historical  summary  of  the  exchange  rate  system  of  Indo¬ 
nesia  sec  June  1953  issue  of  International  Financial  Statiatics 
(I.M.F.) 

b.  1963:  Annual  rate  of  the  first  half  of  the  year. 


c.  Provisional  reaults  for  1949,  1950,  1951  and  1952.  Budget  for  1953. 

d.  September  to  September. 

e.  December  to  December  (last  Wednesday). 

f.  The  revaluation  profits  on  gold  assets  of  the  Bank  of  Indonesia 
were  transferred  to  the  government  in  May  1953  and  thus  the 
advances  to  the  government  decreased  by  Rp. 1,734  million.  Since 
this  decrease  does  not  affect  the  money  supply  the  figure  shown  for 
net  advance  to  the  government  does  not  take  it  into  account. 

g.  Including  government  trading  enterprises. 

h.  Average  of  sugar  and  perennial  crops  in  Java  (absolute  wage). 

i.  1953:  Average  of  fii-st  nine  minthsl 
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the  imports  of  which  (excluding  foodstuffs)  rose  from 
less  than  Rp.500  million  to  more  than  Rp.1,200  million, 
and  accounted  in  1951  for  nearly  40  per  cent  of  the 
value  of  total  imports  as  against  less  than  30  per  cent 
in  1950.  The  limiting  factor  to  the  increase  appears 
to  have  been  supply  availability  rather  than  demand.' 

The  banking  system  supported  the  inflation  by 
increasing  advances  to  the  private  sector  by  more  than 
Rp.1,150  million  in  1951,  while  advances  to  the  govern¬ 
ment  declined.  The  indications  are  that  the  inflation 
of  1951 ‘originated  in  the  private  sector  of  the  economy. 
Government  accounts  show  a  surplus  for  the  financial 
year  1951  of  nearly  Rp.1,200  million  and  the  balance 
of  payments  on  account  of  goods  and  services  a  surplus 
of  only  half  that  amount  ($179  million  or  Rp.680 
million).  Expenditure  in  the  private  sector,  therefore, 
must  have  exceeded  incomes,  and  it  appears  that  part 
of  this  expenditure  has  taken  the  form  of  stock 
accumulation. 

However,  in  1952  the  picture  was  reversed:  the 
cost  of  living  rose  only  slightly,  incomes  accruing  from 
exports  fell  and  private  expenditure  fell  below  private 
income;  on  the  other  hand,  the  government  in  1952 
incurred  a  deficit  of  Rp.3,500  million,  largely  reflected 
in  growing  imports  and  resulting  in  a  sharp  fall  in 
foreign  reserves. 

The  Food  Foundation  which  was  reorganized  early 
in  1952  succeeded  in  bringing  down  the  price  of  rice, 
both  through  increased  internal  procurement,  which 
picked  up  after  the  better  1952  harvest  and  through  a 
large  volume  of  imports.  Its  price  policy  created  a 
strong  pressure  on  private  traders  and  the  domestic 
price  of  rice  fell  considerably  in  the  course  of  1952. 

At  the  same  time  the  government  took  action  to 
curb  speculative  imports  by  private  traders.  The  work¬ 
ing  capital  of  importers  was  squeezed  by  the  requirement 
imposed  in  August  1952  that  40  per  cent  down  payment 
be  made  on  application  for  an  import  permit.  The 
import  surcharge  tax  had  to  be  paid  as  soon  as  the 
import  permit  was  granted.  The  effect  of  these  measures 
was  partly  cancelled  by  further  advances  from  the 
hanking  system  to  importers  (this  increase  in  advances 
of  Rp.  333  million  in  1951/52-  took  place  against  a 
background  of  falling  prices  and  business  activity). 
The  government  reacted  by  raising  the  down  payment 
requirement  to  75  per  cent  in  March  1953  and  a  little 
later  by  placing  a  ceiling  on  bank  loans  to  the  import 
trade. 

It  appears,  therefore,  that  in  1952  the  government 
deficit  was  directly  or  indirectly  the  main  cause  of  the 
high  level  of  imports,^  and  measures  taken  to  curb 
speculative  imports  by  private  traders  could  be  of  little 
assistance. 

1.  From  November  1950  to  April  1951,  import  licences  issued  were 

more  than  twice  as  high  as  actual  imports. 

2.  The  increase  in  the  last  quarter  of  1952  was  over  Rp.59  million. 

3.  The  balance  of  payments  deficit  amounted  approximately  to  two- 

thirds  of  the  government  deficit. 


CURRENT  TRENDS  AND  PROSPECTS 

Considerable  government  efforts  have  been  made  to 
restore  the  economy  to  equilibrium,  and  although  some 
success  was  secured  in  the  first  few  months  of  1953 
and  the  government  deficit  may  remain  within  the 
budgeted  limit,  the  situation  appeared  to  deteriorate  in 
the  second  half  of  the  year.  Between  June  and 
November  1953,  the  foreign  exchange  reserves  fell  by 
Rp.  910  million  (or  $80  million),  nearly  Rp.  300 
million  more  than  the  balance  of  payments  deficit 
planned  for  the  year.  With  the  deterioration  in 
the  balance  of  payments,  the  free  market  price  of  the 
rupiah  reached  an  all-time  low  in  September.'  Heavy 
foreign  borrowing — over  Rp.1,000  million  in  1952 — by 
the  government  to  relieve  the  pressure  on  reserves  will 
impose  an  additional  burden  of  interest  and  redemp¬ 
tion  payments. 

The  government  does  not  in  any  case  expect  to  be 
able  to  eliminate  the  balance  of  payments  deficit  before 
1956,  by  which  time  reserves  may  have  fallen  to  the 
minimum  level  required  to  finance  foreign  trade.  It 
may  be  that  attempts  to  tighten  import  restrictions  would 
involve  a  risk  of  reviving  inflation  pressures.®  A 
number  of  basic  commodities  which  enter  into  the  cost 
of  living  index  are  on  the  free  list  for  imports.  Never¬ 
theless,  retail  prices  of  food  in  Djakarta  and  other  urban 
areas  after  falling  in  1952  began  to  rise  in  the  first 
eight  months  of  the  year.  In  the  rural  areas  the  1952 
fall  in  food  prices  had  continued  in  the  first  few  months 
of  1953,  but  since  May  1953  food  prices  have  begun  to 
rise  again.  The  prices  of  imported  goods  rose  in  the 
first  half  of  the  year  but  were  being  stabilized  in  the 
third  quarter.  Further  curtailment  of  government  expen¬ 
diture  which  would  go  to  the  root  of  the  problem  of 
inflation  appears  to  present  severe  difficulties;  on  the 
other  hand,  higher  imports  which  could  absorb  the 
inflationary  pressures  are  prohibited  by  the  state  of 
foreign  reserves. 

Restoration  of  production  is  the  only  lasting  way 
of  restoring  both  internal  and  external  equilibrium,  but 
the  trends  are  not  all  favourable.  There  is  a  continued 
increase  in  the  output  of  food  and  petroleum  and  con¬ 
siderable  recovery  in  sugar.  But  the  output  in  the  first 
nine  months  of  1953  of  other  major  exports,  such  as 
tin  and  rubber,  has  fallen  below  the  1952  level. 

Few  indications  are  available  regarding  recent 
changes  in  the  level  of  consumption  and  investment:  it 
may  nevertheless  be  significant  that  while  the  value  of 
import  fell  by  30  per  cent  from  the  second  half  of 
1952  to  the  first  half  of  1953,  the  value  of  capital 
goods  imports  declined  by  6  per  cent  only.  If  this  trend 
continues  and  inflation  can  be  held  in  check,  the  running 
down  of  the  exchange  reserves  will  at  least  have  served 
useful  development  purposes. 

4.  The  free  market  rate  in  September  1953  was  Rp.30  to  11  as  com¬ 
pared  with  Rp.23.5  in  May  while  the  official  rate  was  Rp.11.4  to  $1. 

5.  Additional  import  restriction  would  have  a  direct  effect  on  the 
•  money  supply,  as  the  (tovernment  would  have  to  reimburse  im¬ 
porters  the  75  per  cent  down  payment  made  for  an  import  licences 

granted  but  not  yet  utilized. 


Chapter  12 
JAPAN 


INTRODUCTION 

The  Japanese  economy  has  made  remarkable 
advances  since  the  outbreak  of  the  Korean  war  and  out¬ 
put  has  nowr  considerably  exceeded  its  pre-war  level. 
The  boom  started  with  a  sharp  rise  in  prices,  particu¬ 
larly  of  export  commodities,  stimulating  the  production 
of  export  goods.  Since  wages  and  the  prices  of  domestic 
materials,  such  as  coal,  rose  much  more  slowly,  business 
profits  increased  and  investment  and  the  production  of 
capital  goods  were  stimulated.  Moreover,  rising  prices, 
the  expanding  volume  of  exports,  and  the  additional 
income  accruing  from  special  procurement  of  the  United 
Nations  forces  in  Korea,  brought  about  a  remarkable 
improvement  in  the  balance  of  payments,  enabling  Japan 
to  build  up  its  foreign  reserves.  Wages  lagged  behind 
rising  prices  and  consumer  expenditures  in  real  terms, 
which  had  been  growing  yearly  since  the  end  of  the 
second  world  war,  remained  stable  throughout  1951. 

The  trend  changed  early  in  1952.  With  the  passing 
of  the  Korean  war  boom,  the  price  level  had  been 
stabilized,  although  at  a  considerably  higher  level.  Sub¬ 
stantial  wage  increases  during  1952  resulted  in  a 
considerable  expansion  of  consumer  expenditure,  and  in 
contrast  with  the  preceding  year,  both  production  and 
imports  of  consumer  goods  showed  a  marked  increase 
during  1952.  On  the  other  hand,  the  value  of  export 
was  dwindling,  partly  because  of  increasing  competition 
in  foreign  markets  and  restrictions  on  imports  of 
.  Japanese  goods  imposed  by  the  Sterling  Area  countries, 

!  and  partly  because  sales  on  the  domestic  market  were 
easy  and  profitable.  Thus  the  balance  of  payments 
position  started  to  deteriorate  and  the  large  import 
surplus  could  be  covered  only  by  special  procurements 
amounting  to  over  $824  million  during  1952.  This 
unfavourable  trend  has  been  continuing  in  1953,  and  the 
further  deterioration  of  the  balance  of  payments  resulted 
in  a  current  account  deficit  of  $140  million  for  the  first 
half  of  1953. 

Moreover,  the  budget,  which  had  shown  sizable 
surpluses  up  to  1951, '52,  provides  for  a  substantial 
deficit  in  1953/54,  owing  to  expanding  expenditure  and 
reductions  in  tax  rates. 

Monetary  policy  in  Japan  had  been  an  expansionary 
force  until  the  end  of  1953  and,  this  change  in  fiscal 
balance  created  fears  of  inflationary  consequences  which 


could  be  highly  detrimental  in  a  country  faced  with 
the  urgent  necessity  of  raising  the  present  extremely  low 
level  of  exports.  Since  the  problem  of  foreign  trade  is 
made  all  the  more  serious  by  the  possible  decline  in 
special  procurements,  which  alone  had  permitted  Japan 
to  finance  a  volume  of  imports  which  in  19.52  was  only  54 
per  cent  of  the  pre-war  level,  more  stringent  monetary 
and  fiscal  policies  have  been  announced  for  1954. 

PRODUCTION 
Industrial  production 

During  1952,  industrial  production  continued  to  rise, 
though  at  a  somewhat  slower  rate  than  in  the  previous 
years.  The  increase  over  the  year  was  11  per  cent, 
compared  with  18  per  cent  in  1950  and  37  per  cent  in 
1951.  Since  March  1953,  a  new  upswing  of  industrial 
production  has  been  noticeable,  and  the  index  for  the 
third  quarter  of  1953  was  16  per  cent  higher  than  a 
year  previously.  In  contrast  with  the  increase  in  1952, 
which  was  characterized  by  the  relatively  larger  rise 
in  consumer  goods  production,  the  new  rise  in  1953 
was  shared  equally  by  durable  and  non-durable  manu¬ 
factures. 

Chart  23 

JAPAN:  INDEX  NUMBERS  OF  INDUSTRIAL  PRODUCTION 


Coal:  Production  has  recovered  rapidly  from  the  sharp 
fall  caused  by  labour  disputes  towards  the  end  of  1952. 
However,  in  view  of  the  increase  in  coal  stocks  from 
2.3  to  4.3  million  tons  between  March  and  July  1953, 
the  coal  mines  have  started  to  reduce  their  production. 
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Demand  for  coal  did  not  expand  with  industrial  pro¬ 
duction'  owing  mainly  to  improved  efficiency  in  fuel 
consumption  and  increased  substitution  of  fuel  oil  for 
coal.  Mining  productivity  was  simultaneously  improving 
and  coal  mines  have  laid  off  26.600  employees — a  7 
per  cent  decrease  in  total  employment — in  the  course 
of  the  five  months  preceding  August  1953.  In  the 
smaller  and  less  efficient  mines  (less  than  50,000  tons 
annual  production)  employment  w'as  reduced  by  as 
much  as  20  per  cent  during  the  same  period. 

Electric  pouer:  A  large-scale  five-year  programme  of 
power  development  has  been  started  to  alleviate  the 
recurrent  power  shortages  from  which  the  economy  has 
suffered  in  recent  years.  As  a  result,  it  is  expected  that 
additions  to  generating  capacity,  which  were  340,000 
kw  in  1952,  will  be  over  1  million  kw'  in  each  of  the 
three  succeeding  years.  Annual  investment  is  estimated 
to  average  about  Y  160,000  million  ($450  million),  half 
of  which  is  to  come  from  government  funds. 

A  $40  million  loan  from  the  International  Bank  for 
Reconstruction  and  Development  was  obtained  in 
October  1953,  for  the  purchase  abroad  of  equipment 
necessary  for  the  construction  of  three  modern  thermal 
power  stations  with  a  total  capacity  of  285,000  kw. 

Iron  and  steel:  Increased  demand  for  iron  and  steel 
for  machinery  and  vehicle  manufacturing  and  construc¬ 
tion  has  more  than  offset  the  sharp  decline  in  export 
demand.  Throughout  the  first  half  of  1953  production 
was  increasing  with  declining  stocks.  Production  of  steel 
(ingot)  reached  682,000  tons,  a  record,  in  July  1953. 

Engineering:  The  production  index  of  machinery  and 
transport  equipment  for  the  third  quarter  of  1953 
reached  238  (1934-36=100)  which  was  16  per  cent 
higher  than  the  average  of  1952.  This  expansion 
resulted  partly  from  a  higher  rate  of  investment  in 
basic  industries,  such  as  electric  power,  iron  and  steel, 
and  coal,  and  partly  from  a  sharp  increase  in  demand 

1.  Coal  delivery  to  manufacturing  industry  during  the  first  half  of 
1953  was  8  per  cent  lower  than  that  of  the  corresponding  period  of 
1952,  whereas  the  production  index  for  manufacturing  industry  for 
the  same  period  was  15  per  cent  higher. 


for  consumer  durables,  such  as  washing  machines, 
refrigerators,  electric  fans,  radios  and  small  vehicles. 
The  rapid  mechanization  of  agriculture  was  also  an 
important  contributory  factor  to  the  increase  in  demand. 
While  export  demand  for  Japanese  machinery  has 
recently  been  sluggish,  chiefly  because  of  prices  higher 
than  those  of  other  countries,  the  high  level  of  domestic 
demand  has  made  possible  widespread  expansion  and 
modernization  of  plants. 

Shipbuilding:  In  March  1953  the  merchant  fleet  totalled 
about  2.8  million  gross  tons,  about  half  the  gross  tonnage 
of  the  pre-war  fleet,  and  the  addition  of  300,000  gross 
tons  per  year  would  maintain  the  rate  at  which  the 
fleet  is  being  rebuilt.  About  50,000  gross  tons  will  be 
required  annually  for  the  Maritime  Security  forces,  and 
about  20,000  gross  tons  for  fishing  boats,  railway  ferry 
boats,  and  petrol  boats.  In  addition,  it  may  be  possible 
to  export  150,000  to  200,000  gross  tons  annually. 
Shipbuilding  is  an  important  export  industry,  account¬ 
ing  for  about  40  per  cent  of  the  total  value  of  engineer¬ 
ing  export  contracts  concluded  in  1952. 

Textiles:  Although  textile  production  has  continued  to 
rise  in  1953,  it  is  still  far  below  the  pre-war  level,  and 
at  the  peak  in  July  1953  was  no  more  than  80  per  cent 
of  the  pre-war  average.  More  serious  is  the  shift  from 
foreign  to  home  markets:  domestic  consumption,  which 
had  reached  the  pre-war  level  in  1951,  exceeded  it  by 
50  per  cent  in  1952  and  in  the  first  half  of  1953,  while 
exports,  which  had  never  recovered  to  even  40  per  cent 
of  their  pre-war  level,  fell  even  further  after  the  world¬ 
wide  textile  crisis  of  1951,  although  they  showed  some 
recovery  in  the  summer  of  1953. 

Textile  capacity,  after  a  spectacular  spurt  following 
the  lifting  of  the  ban  on  expansion  in  1950  (installed 
cotton  spindles  increased  by  over  2  million  in  1951  and 
1  million  in  1951),  has  now  been  stabilized  around  7.5 
million  spindles.  As  the  result  of  a  continuous  effort 
to  improve  efficiency  in  production,  the  total  number 
of  employees  in  the  textile  industry,  in  spite  of  the  rise 
in  production,  has  continuously  been  reduced  since  the 
middle  of  1951. 


TABLE  30 

JAPAN:  SHIPMENT  OF  COTTON  FABRICS 


For  export* 

For  home  consumption 

Total  shipment 
Million  sq.  yards 

Million  sq.  yards 

Vo 

Million  sq.  yards 

% 

1934-36  average . 

2.945 

76 

24 

3,889b 

1950  . 

1,118 

71 

29 

1.567 

1951  . 

1.122 

53 

47 

2,117 

1952  . 

773 

34 

66 

2.262 

1953=  . 

390 

34 

760 

66 

1,150 

Source:  Ministry  of  International  Trade  and  Industry. 


a.  Including  special  procurement. 

b.  Production. 

c.  First  half  year. 
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TABLE  31 


JAPAN:  USE  OF  POWER-DRIVEN  FARM  IMPLEMENTS 


j 

1937  j 

1947  ^ 

1  j 

1951 

Electric  motor  (thousand)  . 

66 

287  1 

620 

Oil  engines  (thousand) . 

121 

229  i 

383 

PoweiKlriven  rice  de-husldng  machine  (thousand)  . . 

129 

444 

972 

Power  cultivator  (iinits) . 

537 

7,680 

18,410 

Power  sprayer  (units)  . 

1,886 

7,345 

19,560 

Souret:  Ministry  of  AKrieulture  and  Forestry. 


Agricultural  production 

Agricultural  production  showed  a  marked  increase 
in  1952  and  generally  exceeded  the  pre-war  level,  except 
for  sericulture,  which  reached  only  one-third  of  the 
pre-war  level. 

As  the  area  under  cultivation  during  1952  was  not 
quite  equal  to  that  before  the  war,  improved  yields  per 
acre  accounted  for  the  increased  production,  which  is 
of  particular  importance  in  the  case  of  rice,  the  largest 
crop.  Increased  use  of  fertilizers  and  farm  implements 
and  improved  agricultural  techniques  have  contributed 
to  higher  yield.  The  increase  in  farm  incomes  and 
active  encouragement  and  assistance  by  the  government 
has  promoted  a  rapid  mechanization  of  agriculture,  as 
shown  in  the  number  of  power-driven  farm  implements, 
(see  table  31). 

The  insistence  on  farm  mechanization  is  largely 
because  it  permits  double-cropping  by  cutting  down 
seasonal  peaks  in  labour  requirements,  and  the  use  of 
machinery  is  more  economical  than  that  of  draft  animals. 

The  progress  of  agricultural  production  in  post¬ 
war  years  has  been  interrupted  in  1953  by  particularly 
unfavourable  general  weather  conditions  as  well  as  by 
severe  damage  caused  by  several  typhoons,  and  output 
is  expected  to  show  a  sharp  fall  from  the  1952  level. 
The  rice  crop  in  1953  is  estimated  at  8  million  tons^ 

1.  These  flRurea  are  for  brown  riee;  for  polished  riee  multiply  by 

0.92. 


(2  million  tons  less  than  the  1952  crop  and  the  lowest 
since  1934). 

Imports  of  cereals  during  1952  amounted  to  3.7 
million  tons,  costing  $432  million,^  as  compared  with 
3.4  million  tons  during  1951.  Imports  for  1954  are 
expected  to  be  larger  because  of  the  poor  crop,  thus 
creating  a  heavy  drain  on  foreign  exchange.*  While 
increasing  food  production  was  given  high  priority  by 
the  government  and  a  Ten-Year  Plan  aiming  at  self- 
sufiBciency  of  food  was  put  forward  in  1953  (its  cost 
to  be  $1,210  million  for  the  first  five  years),  appropria¬ 
tions  have  been  far  below  requests. 

It  appears  however  that  the  plan  for  self-sufficiency 
was  not  based  on  a  comprehensive  study  of  the  available 
financial  resources  and  the  relative  advantages  of  invest¬ 
ment  in  agriculture  and  in  export  industries. 

EMPLOYMENT 

Employment,  after  a  sharp  rise  in  1951,  levelled  off 
during  1952,  but  started  rising  again  at  the  end  of  the 
year,  this  trend  continuing  into  1953. 


2.  The  break-down  of  cereals  import  durinc  1962  is  as  follows: 


Qaantitg 

Value 

(thouaand  tons) 

(million  doUmre) 

Rice  . 

.  997 

186 

Barley  . 

.  948 

84 

Wheat  A  wheat  flour 

.  1,676 

167 

Maiie  . 

.  67 

6 

Total . 

.  8,682 

482 

3.  An  additional  allocation  of  foreigm  exchange  for  food  import 
amounting  to  S160  million  is  expected  in  the  second  half  of  1968/64. 


TABLE  32 

JAPAN:  EMPLOYMENT  BY  INDUSTRIES 


T housands 


1 

April  1951 

1 

April  19S2  | 

1 

April  1953 

All  industries . 

35,730 

i 

36s89D 

39,030 

Agriculture,  fisheries  and  forestry  . 

15,990 

16,920 

17,210 

Mining  . 

490 

650 

620 

Construction  . 

1,400 

1,440 

1,570 

Manufacturing . 

6,150 

6,610 

7,080 

Trade,  finance,  real  estate . 

5,160 

5,110 

5,710 

Transportation,  communication  and  public  utilities  . . 

1,920 

1,870 

1,980 

Service  industries  . 

3,410 

.  3,190 

i  3,720 

Government  . 

1,180 

I  1,090 

1  1,150 

Not  classifiable  . 

30 

i 

i  ~ 

I  Source;  Statistics  Bureau,  Prime  Minister’s  Office. 
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Table  32  indicates  that  the  increases  in  employ¬ 
ment  opportunities  offered  by  manufacturing,  trade  and 
services  have  not  been  sufficient  to  absorb  the  whole 
of  the  increase  in  the  labour  force,  and  agricultural 
employment  has  risen  by  over  1  million  to  a  figure  20 
per  cent  larger  than  pre-war. 

While  the  number  of  totally  unemployed  was  rather 
small  (the  labour  force  sample  survey  showed  530,000 
unemployed  in  April  1953),  estimates  of  the  number 
of  under-employed  (working  less  than  35  hours  a  week) 
show  a  rise  of  2  million  between  April  1951  and  April 
1953,  half  of  which  was  in  agriculture.  At  the  latter  date, 
the  number  of  under-employed  was  nearly  10  million. 

Since  the  period  between  1951  and  1953  has  been 
one  of  rapid  industrial  expansion  the  problem  of 
unemployment  appears  to  be  only  temporarily  shelved, 
and  it  may  re-appear  in  more  acute  form  should  the 
rate  of  growth  of  the  economy  decline.' 

INVESTMENT 

The  progress  achieved  in  the  economy  in  the  last 
few  years  can  best  be  summarized  in  terms  of  the 
growth  of  real  national  income.  Table  33  shows 
that  while  an  e.xceptional  spurt  took  place  in  1950/51 
the  rate  of  growth  of  the  economy  has  been  maintained 
over  the  last  four  years  at  a  particularly  high  rate. 
As  a  consequence,  national  income  is  now  well  above 
the  pre-war  level  and  per  capita  income  has  regained 
it.  This  progress  has  been  due  to  the  rapid  expansion 
in  demand  in  a  situation  where  a  considerable  volume 
of  unused  resources  existed.  As  industrial  plants 

1.  Figures  from  the  Ministry  of  Labour,  covering  regular  workers 
in  establishments  with  SO  employees  or  more,  show  no  change  in 
manufacturing  employment  between  April  1052  and  April  1933. 
This  would  indicate  that  expansion  has  largely  been  concentrated 
in  small  establishments,  while  in  large  Arms,  the  increase  in  pro¬ 
ductivity  was  sufficient  to  allow  a  higher  rate  of  output.  It  may 
«l80  be  that  Arms  prefer  to  hire  cnsual  labour  so  as  to  avoid  dif- 
Acuities  in  times  of  contraction. 


approached  full  capacity  operation,  a  considerable  ' 
rationalization  of  production  and  great  gains  in  labour  ) 
productivity  became  possible. 

TABLE  33 

JAPAN:  INDEX  OF  NATIONAL  INCOME  AT 
CONSTANT  PRICES 

193  US  6  =  100  > 


National 

income 

Percentage 
rate  oi 
annual 
growth 

Per  capita 
income 

1949/50  . 

81 

14 

69 

1950/51  . 

100 

24 

83 

1951/52  . 

111 

11 

91 

1952/53  . 

124 

12 

100 

Source;  Economic  Counsel  Board. 


Even  in  its  early  stage  this  rapid  growth  required 
that  business  inventories  be  built  up,  and  it  is  notable  ' 
that  in  1950  and  again  in  1951  more  than  half  of  total 
gross  private  investment  consisted  of  stock  accumulation. 
With  the  higher  rates  of  output  achieved  in  1952, 
industrial  capacity  became  far  more  important  as  a 
limiting  factor,  and  this  is  reflected  in  the  shift  in 
investment  from  inventories  to  producers’  durable  equip-  | 
ment. 

The  figures  in  table  34  do  not  give  a  complete 
account  of  investment  in  Japan,  being  limited  to  private 
capital  formation.  As  will  be  discussed  later,  it  is 
difficult  to  obtain  an  accurate  view  of  the  government 
investment.  It  would,  however,  appear  that  public 
works  and  government  investments  in  public  enterprises 
amounted  to  some  6  per  cent  of  gross  national  product 
In  1950  and  some  5  per  cent  in  1951. ^  In  1951  when 

2.  Economic  Stabilization  Uoaiti,  Economic  Survey  of  Japan,  1951/Si, 


TABLE  34 


JAPAN:  PRIVATE  SAVINGS  AND  INVESTMENT 

Thousand  million  yen 


1950 

1951 

1952 

Domestic  gross  private  capital  formation . 

576.5 

1,311.7 

1,165.3 

Residential  construction . 

36.3 

50.3 

72.9 

Producer's  durable  equipment  . 

228.5 

594.7 

709.7 

Change  in  business  inventories^  . 

311.7 

666.7 

382.7 

Balance  oi  payments  (current  account)  . 

58.1 

72.3 

57.2 

Gross  private  investment  . 

634.6 

1,384.0 

1,222.5 

Financed  by 

Undistributed  profits  . 

84.6 

295.9 

105.6 

Depreciation  allowance . 

145.1 

240.2 

323.5 

Personal  savings  . 

319.3 

511.0 

777.6 

Transfer  of  government  savings . 

—27.9 

68.8 

—44.7 

Errors  and  omissions  . 

113.5 

268.0 

60.5 

Source:  National  income  statistics  from  the  Economic  Counse 

1  Board. 

a.  The  effect  of  price  changes  has  not  been  completely  eliminated 

from  the  value  of  inventory  change.  This  may  be  partly 

respon- 

Bible  for  the  size  of  the  errors  and  omissions  figrures  in  ] 

1951. 

1 
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inventory  accumulation  was  at  its  peak,  gross  investment 
(including  government  investment)  might  have  fallen 
little  short  of  30  per  cent  of  the  gross  national  product, 
while  even  in  1952,  when  stock  building  was  slowing 
down,  gross  investment  still  accounted  for  some  25  per 
cent  of  gross  national  product.  Such  high  rates  of 
investment  would,  of  course,  permit  a  continued  rapid 
growth  of  the  Japanese  economy  even  if  the  spectacular 
rates  of  advance  of  the  recovery  period  cannot  be  main¬ 
tained  indefinitely. 

WAGES  AND  PRICES 

As  is  shown  in  table  35,  prices,  wages  and  pro¬ 
ductivity  have  all  risen  rapidly  in  recent  years.  The 
trend  of  real  wages  has  been  upward,  but  in  1953  real 
monthly  earnings  in  manufacturing  industry'  barely 
reached  the  1934-36  level.  The  figures  in  table  35 
need,  however,  two  qualifications.  In  the  first  place, 
working  hours  have  been  reduced  by  15  per  cent^  as 
compared  with  pre-war,  and  thus  both  productivity  and 
wages  per  hour  are  considerably  higher  than  before  the 
war.  On  the  other  hand,  the  employment  figures  used 
in  the  table  may  be  too  low,®  and  the  gain  in  produc¬ 
tivity  may  be  overstated  to  some  extent. 

In  the  last  few  years,  since  money  wages  have  not 
risen  much  more  than  wholesale  prices,  the  whole  gain 
from  rising  productivity  has  accrued  to  the  employers, 
and  labour  costs  have  fallen  as  a  percentage  of  total 
costs.  The  same  change  is  apparent  in  comparison  with 
1938,  as,  with  productivity  unchanged,  money  wages 
have  risen  less  than  wholesale  prices.  The  conclusions 
do  not  support  the  widespread  view  that  high  wages  and 
low  productivity  of  labour  are  the  main  causes  of  the 
current  high  prices  of  Japanese  industrial  products. 


1.  The  trends  in  wages  of  other  branches  of  industry  such  as  mining, 
whole  sale  and  retail,  banking  and  public  utilities,  are  more  or 
less  similar  to  those  in  manufacturing  industry. 

2.  Average  working  time  in  manufacturing  industry  in  1937  was  58 
hours  a  week  which  was  reduced  to  49  hours  in  1962.  (Source: 
Annex  table  69.  Economic  Survey  of  Japan,  t9St/S3). 

3.  See  supra,  footnote  (1)  on  page  82. 


However,  coal  mining  is  an  exception,  for  productivity 
is  still  30  per  cent  below  its  pre-war  level  and  real 
wages  have  regained  their  pre-war  level.  The  resulting 
high  price  of  coal  has  significantly  affected  the  price  of 
Japanese  heavy  industrial  products. 

Generalizations  about  wages  in  Japan  are,  however, 
made  difficult  by  the  unusually  wide  spread  in  wage 
levels  between  large-scale  and  small-scale  enterprises, 
between  men’s  and  women’s  wages,  and  between  the 
various  branchs  of  industry.  Thus  small-scale  establish¬ 
ments  (those  with  less  than  30  employees)  employ  nearly 
half  the  manufacturing  labour  force,^  but  pay  wages 
which  are  barely  more  than  half  those  paid  in  large- 
scale  enterprises  (those  with  500  employees  or  more), 
and  there  seems  to  have  been  little  change  in  this 
situation  in  recent  years.  Between  the  sexes  the  spread 
is  narrowing  and  a  woman  now  gets  43  per  cent  of  a 
man’s  wage  (as  against  32  per  cent  before  the  war). 
Owing  largely  to  this  factor,  the  disparity  between  low- 
wage  and  high-wage  industries  is  shrinking,  and  the 
average  wage  in  textiles,  for  instance,  was,  in  1952,  42 
per  cent  of  the  wage  in  metal  industries,  as  against  only 
24  per  cent  in  1937. 

Chart  24 


JAPAN:  WEEKLY  WHOLESALE  PRICES  INDEX 
24  Junt  IMOSlOO 


4.  Out  of  5,504,000  employees,  as  of  1  July  1952,  in  manufacturing 
industry,  2.365,000  (43.3  per  cent)  were  in  the  factories  with  lesa 
than  30  employees.  (Source:  Statisttco/  Afateriala  on  SmoUer 
Enterprises  by  Smaller  Enterprises  Agency,  Japanese  Government, 
February  1953). 


TABLE  35 

JAPAN:  INDICATORS  OF  MANUFACTURING  PRODUCTIVITY 


Index  numbers  of 

1951 

1952 

1953  (lan-Iun) 

1950 

=  100 

1950=100 

1934-36  =  100 

Monthly  earnings  (unskilled  labour)  . . ' . 

125.2 

144.9 

148.6“ 

279.2 

Consumer  price  . 

116.1 

121.0 

126.1 

277.4 

Real  earnings . 

107.8 

119.8 

117.8“ 

100.6 

Real  earnings  after  tax . 

111.2 

125.7 

127.6“ 

97.9 

Manufacturing  production  . 

128.2 

156.3 

173.9 

142.6 

Employment  . 

106.1 

105.3 

105.4 

139.5 

Output  per  man-year  . 

132.3 

148.4 

164.8 

102.2‘> 

Wholesale  prices  . 

138.8 

141.6 

142.0 

350.6 

Sources:  Ministry  of  Labour,  Statistics  Bureau  of  Prime  Minister's  a.  Because  bonuses  are  usually  paid  in  July  and  December,  receipts 

Office,  Economic  Counsel  Board,  and  Bank  of  Japan.  of  workers  for  the  first  half  of  the  year  are  generally  lower  than 

for  the  second  half, 
b.  1935=100. 
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A  notable  feature  of  the  price  situation  has  been  the 
stability  of  the  wholesale  price  index  since  the  middle 
of  1951.  While  the  cost  of  living  is  still  rising  and 
export  prices  are  falling,  the  steadiness  of  wholesale 
prices  at  a  level  a  little  more  than  50  per  cent  above 
the  pre-Korean  war  level  is  due  to  divergent  trends  in 
the  behaviour  of  various  commodity  groups.  Textiles 
fell  sharply  from  the  high  level  they  had  attained  in 
April  1951  but  have  risen  again  in  1953,  while  food¬ 
stuffs  have  been  rising  slowly.  The  prices  of  engineering 
products  have  remained  steady  since  the  middle  of  1951 
at  a  level  approximately  90  per  cent  above  the  pre- 
Korean  war  level,  while  metal  prices,  after  rising  nearly 
threefold  between  June  1950  and  April  1951,  have  been 
declinig  steadily;  however  they  are  still  more  than  twice 
what  they  were  in  1950.  The  most  disturbing  feature 
in  the  present  situation  is  the  apparently  increasing 
rigidity  of  the  domestic  price  structure  in  face  of  the 
declining  trend  in  international  prices. 

LEVEL  OF  CONSUMPTION 

The  volume  of  consumption  responded  slowly  to  the 
rise  in  activity  following  the  outbreak  of  the  Korean  war, 
but  in  1952  and  1953  it  increased  rapidly  both  in  urban 
and  rurual  districts  as  rising  wages  caught  up  with 
prices,  which  were  levelling  off.  As  mentioned  earlier, 
this  trend  resulted  in  a  sharp  rise  in  the  output  of  con¬ 
sumption  goods  in  1952,  and  in  rising  imports. 

While  consumption  has  been  rising  for  the  whole 
nation,  table  36  shows  that  the  greater  increase  has 
been  in  the  agricultural  sector,  real  expenditure  in 
which  had  already  exceeded  the  pre-war  level  in  1951. 

The  higher  income  level  that  made  increased  rural 
consumption  possible  was  due  to  a  number  of  factors, 
including  a  substantial  reduction  in  farm  rent  due  to  the 
agrarian  reform  enforced  during  early  post-war  years 
and  a  large  increase  in  the  income  of  rural  families, 
particularly  since  1950,  due  to  increased  employment  in 
manufacturing,  commerce  and  elsewhere.^ 

1.  The  relation  of  rent  to  total  farm  operating  expenses  was  reduced 
from  37  per  cent  in  1936-36  to  less  than  one  per  cent  in  1952, 
while  the  share  of  total  income  accounted  for  by  non-agricultural 
sources  increased  from  21  per  cent  before  the  war  to  34  per  cent 
in  1962. 


TABLE  36 

JAPAN:  INDEX  NUMBERS  OF  CONSUMPTION 
193^-36  =  100 


Urban 

Rural 

All  Japan 

1950  . 

69.8 

93.5 

79.2 

1951  . 

68.9 

103.4 

82.7 

1952  . 

80.2 

119.8 

96.0 

1953  (Jan-Jun) 

84.2 

125.3 

100.7 

Thanks  to  the  great  relative  improvement  in  agricul¬ 
ture  in  comparison  with  pre-war,  the  average  living 
standards  of  the  rural  population  have  equalled  those 
of  urban  consumers  over  the  recent  years.*  However, 
rural  consumption  was  losing  ground  again  in  1953,  a 
tendency  which  may  be  further  strengthened  by  the 
poor  crops  of  1953  due  to  frequent  typhoons  and 
unfavourable  weather  generally. 

With  regard  to  the  urban  sector,  wage  increases 
and  a  reduction  in  tax  rates  increased  the  disposable 
income  of  workers’  families  (in  Tokyo)  by  23  per  cent 
from  1951  to  1952,  and  since  the  cost  of  living  increased 
by  5  per  cent,  consumption  was  16  per  cent  higher.  The 
rate  of  savings  also  increased  to  5  per  cent,  although  it 
is  still  only  half  of  the  pre-war  level. 

The  main  impact  of  the  increase  in  consumption 
has  fallen  on  textiles,  purchases  of  which  increased  by 
60  per  cent  in  real  terms  in  1952,  thus  accounting  for 
the  combination  of  rising  production  with  falling  exports. 

While  total  food  consumption  in  1952  increased  by 
8  per  cent  only,  the  changing  pattern  of  consumer  tastes 
affects  both  agricultural  production  and  imports. 

Although  rice  consumption  has  fallen  to  80  per  cent 
of  pre-war,  that  of  wheat  and  barley  is  three  times  as 
high.  This  change  of  diet  has  entailed  increased  con¬ 
sumption  of  meat  and  dairy  products,  thus  resulting  in 
a  more  diversfield  diet. 

Despite  a  further  rise  of  5  per  cent  in  the  cost 
of  living  from  January  to  July  1953,  real  urban  con¬ 
sumption  in  that  period  further  increased  by  17  per 
cent  over  the  level  of  the  corresponding  period  of  the 
previous  year. 

Although  the  average  consumption  standard  of  the 
whole  nation  during  the  first  half  of  1953  was  13  per 
cent  higher  than  a  year  before,  this  rising  tendency  may 

2.  Economic  Survey  of  Japan,  19St/SS. 

TABLE  37 

JAPAN:  DAILY  PER  CAPITA  CONSUMPTION  OF 
MAJOR  AGRICULTURAL  PRODUCTS 

Grammes 


1934-36  i 

1 

1950 

1 

1951 

1952 

Rice  . 

1 

361 

302 

292  1 

288 

Wheat . 

20 

73 

68  1 

71 

Barley . 

12 

36 

30  ' 

44 

Fish  . 

40 

40 

43 

51 

Meat  . 

5.8 

6.3 

6.0  ‘ 

7.4 

Eggs  . 

6.3 

2.3 

6.1 

;  6.8 

Milk  and  other  dairy 

1 

products . 

i  8.5 

14.6 

^  15.6 

21.2 

Fruit  . 

1  56 

42 

41 

55 

Source:  Economic  Counsel  Board. 


Source:  Economic  Counsel  Board. 
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require  to  be  checked  in  the  near  future,  for  the  worsen¬ 
ing  balance  of  payments  position  may  necessitate  curtail¬ 
ment  of  import,  particularly  for  consumption  purposes, 
as  well  as  diversion  of  a  larger  proportion  of  domestic 
production  for  export. 

PUBLIC  FINANCE 

With  the  introduction  of  the  Dodge  Stabilization 
Programme  in  1949/50,  the  budgetary  policy  of  Japan 
became  a  deflationary  factor  in  the  economy,  which  was 
however  offset  by  the  strong  expansion  of  bank  credit. 
This  policy  of  deliberate  surpluses  has  however  been 
gradually  abandoned,  and  already  in  1951/52  it  appears 
that  a  small  deflcit  occurred.  The  budget  provided  for 
a  considerably  increased  deficit  in  1952/  53,  and  the 
revised  estimates  for  1953/54  show  a  continuation  of 
the  same  trend. 

Budgets  have  however  been  drafted  on  a  conserva¬ 
tive  basis,  and  it  appears  that  in  1952/53,  as  in  previous 
years,  revenue  exceeded  expectations  (by  Y24,000 
million  as  compared  with  the  revised  budget  estimates), 
while  some  expenditure  items,  defence  for  instance,  fell 
short  of  budgetary  estimates.  The  particularly  rapid 
growth  of  the  Japanese  economy  in  the  last  few  years 
accounts  for  this  unusual  buoyancy  of  revenue  and  a 
slowing  down  of  the  rate  of  expansion  would  immediately 
increase  the  inflationary  impact  of  the  present  policies. 

On  the  revenue  side,  the  increase  in  government 
receipts  has  been  due  entirely  to  the  rise  in  national 
income.  Table  38  shows  that  after  reaching  a  peak  in 
1949/50,  the  tax  burden  as  a  percentage  of  national 
income  has  been  declining  steadily  to  a  figure  of  20  per 
cent. 

Following  the  recommendations  of  the  Shoup 
Mission  of  1950,  tax  rates  have  been  reduced,  particularly 
for  income  tax;  while  incentives  have  been  provided 
through  tax  rebates  to  encourage  both  private  capital 
formation  and  exports.  The  basic  income  tax  exemp¬ 
tion  was  raised  progressively  from  the  low  figure  of 
Y.15,000  to  Y.60,000  in  1953,  and  exemptions  for 
dependents  were  raised  at  the  same  time.  The  maximum 


TABLE  38 

JAPAN:  TAX  BURDEN  AS  PERCENTAGE  OF 
NATIONAL  INCOME 


National 

tax* 

Lcx;al  tax 

Total 

1934/35-1936/37  ..  .. 

8.5 

4.3 

12.8 

1949/50  . 

23.4 

5.2 

28.6 

1950/51  . 

16.3 

i.4 

21.7 

1951/52  . 

15.4 

S.S 

21.2 

1952/53  . 

is.g 

5.5 

to. 7 

1953/54  . 

15.6 

to.t 

Source:  Ministry  of  Finance, 
a.  Includes  monopoly  profits. 


tax  rates  for  the  highest  income  brackets  were  also 
reduced  in  1950  and  again  in  1951,  but  they  have  been 
recently  raised  substantially  to  65  per  cent. 

As  a  result  of  these  and  other  measures,  the  share 
of  personal  income  tax  in  total  tax  revenue  has  declined 
from  44  per  cent  in  1949/50  to  37  per  cent  in  the 
1953/54  budget.  On  the  other  hand,  the  shift  to 
corporate  profits  that  accompanied  the  Korean  war  boom 
increased  rapidly  the  share  of  corporation  taxes  which 
went  up  from  12  to  25  per  cent  of  total  receipts  between 
1949  and  1951,  and  have  remained  around  20  per  cent 
in  subsequent  years. 

A  commission  appointed  to  review  the  principles 
of  taxation  presented  recommendations  in  November 
1953  tending  to  a  further  lowering  of  income  tax  rates 
to  be  offset  by  increases  in  indirect  taxes.  These  pro¬ 
posals  are  expected  to  affect  the  1954/55  budget. 

On  the  expenditure  side,  defence  and  security 
outlays  have  been  increasing  since  the  signature  of  the 
Peace  Treaty,  despite  the  disappearance  of  occupation 
costs.  The  decrease  in  this  item  in  the  1953/54  budget 
arises  solely  from  the  fact  that  appropriations  under  the 
previous  budget  remained  partly  unspent,  and  thus 
expenditure  is  expected  to  increase  sharply  to  some 
Y.200,000  million,  or  over  3  per  cent  of  the  national 
income. 

The  rise  in  the  general  wage  level  noted  above  has 
also  affected  the  salaries  of  government  employees  and 
accounts  for  the  bulk  of  the  increase  in  administrative 
expenditure.  Contributions  to  local  authorities  and 
expenditures  on  education,  health,  and  welfare  are  also 
major  factors  in  the  increase  in  current  expenditure. 
Subsidies,  which  bulked  verv  large  in  the  past,  have  now’ 
been  limited  to  imported  foodstuffs  but  still  represent 
considerable  sums. 

Under  the  stabilization  programme  of  1949/50,  the 
government  undertook  to  buy  out  of  revenue  the  foreign 
exchange  accumulated  by  the  banks.  Since  it  was  at 
the  same  time  declared  policy  to  balance  the  budget, 
this  meant  in  fact  a  sterilization  of  any  increase  in 
foreign  reserves.  Thus  the  inflationary  pressures  that 
might  arise  from  a  balance  of  payments  surplus  would 
be  automatically  offset  by  an  increase  in  government 
savings.  In  the  1951/52  budget  provision  was  made 
for  the  purchase  of  Y.80,000  million  of  foreign  exchange. 
When,  however,  the  foreign  exchange  accumulation 
turned  out  to  be  larger  than  was  anticipated  (Y.127,000 
million),  a  substantial  part  of  the  accumulation  was 
financed  from  borrowing.  While  in  the  1952/53  budget 
provision  had  been  made  for  Y.35,000  million  under 
this  item,  foreign  exchange  recorded  only  an  insignificant 
increase.  In  line  with  the  general  change  in  fiscal 
policy,  the  financing  of  other  “inventories”  (such  as  rice 
purchases)  is  now  done  out  of  borrowing  rather  than 
revenue. 
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It  is  extremely  difficult  to  give  an  accurate  figure 
for  the  total  investment  carried  out  by  the  Japanese 
Government.  The  main  items  included  under  this 
heading'  relate  to  public  works,  investment  in 
government  enterprises  and  funds  made  available 
to  government  financial  institutions  for  lending  to 
private  enterprises.^  The  indirect  government  loans 
to  private  business,  which  are  channelled  through 
such  institutions  as  the  Export  and  Import  Bank, 
the  Development  Bank  and  the  Housing  Loan  Corpora¬ 
tion,  amounted  to  approximately  Y.140,000  million  in 
1951/52,  while  the  1952/53  budget  provided  for  loans 
in  excess  of  Y.175,000  million.  It  should  not  be  con¬ 
cluded,  however,  that  these  loans  represent  government 
savings  transferred  to  the  private  sector.  The  govern¬ 
ment  was  itself  simultaneously  borrowing  from  the 
public.  (The  Trust  Fund  Bureau,  for  instance,  which 
was  a  major  source  of  investment  funds,  was  partly  fed 
by  postal  savings).  In  fact,  since  the  budgets  have 
shown  small  deficits  in  the  last  three  years,  net  govern¬ 
ment  borrowing  has  exceeded  net  government  lending. 
The  role  of  government  in  this  connexion  can  thus  best 
be  compared  to  that  of  the  capital  market  which  allocates 
private  savings  among  the  most  desirable  uses. 

Current  account  surpluses,  postal  savings  and  the 
accumulation  of  yen  in  the  United  States  Aid  Counter¬ 
part  Fund  provided  the  main  sources  of  investment 
finance.®  With  the  disappearance  of  budgetary  surpluses 
and  the  decline  in  the  level  of  United  States  aid,  the 
cash  reserves  in  various  accounts  have  been  drawn  down 
heavily  and  steps  have  been  taken  to  increase  borrowing 
from  the  public.^  A  Y.20,000  million  issue  of  Special 
Tax  Reduction  Bonds  was  introduced  in  the  summer  of 
1953;  the  authorized  value  of  subscriptions  (21  per  cent 
tax  assessment  for  corporations,  25  per  cent  for  indivi¬ 
duals)  can  be  deducted  from  the  amount  of  income  tax 
due.  Since  these  are  medium-term  bonds  (2  to  4 
years),  carrying  a  nominal  interest  of  4  per  cent,  the 
government  pays  an  effective  rate  of  interest  of  10  to  12 
per  cent.  While  expensive  to  the  government,  such  mea¬ 
sures  may  result  in  a  genuine  increase  in  private  savings. 

A  suggestion  has  also  been  mooted  recently  that 
the  government  might  sell  to  the  Bank  of  Japan  some  of 
its  accumulated  foreign  exchange  holdings  and  use  the 
proceeds  to  finance  long-term  private  investment.  While 
preserving  the  appearance  of  financial  orthodoxy,  such 
a  measure  would  of  course  be  inflationary  in  character 

1.  /n/ra*  special  table  E  in  section  on  ''Asian  Economic  Statistics". 

2,  Government  purchases  of  bonds  issued  by  local  and  provincial 
authorities  are  included  under  contributions  to  local  authorities 
rather  than  under  investment. 

The  total  of  cash  balances,  long-term  government  bond  holdings 
of  the  United  States  Aid  Counterpart  Fund  and  the  Trust  Fund 
Bureau  funds  amounted  to  Y.201,800  million  at  the  end  of  1950/'51, 
declined  to  Y. 100, 900  million  at  the  end  of  1952/63,  and  is  expected 
to  be  almost  used  up  by  the  end  of  1953/54. 

4.  The  United  States  Aid  Counterpart  Fund  was  abolished  in  July 
1953  and  the  Industrial  Investment  Special  Account,  established  in 
August,  has  taken  over  the  Counterpart  Fund.  It  also  receives  the 
proceeds  of  the  Special  Tax  Reduction  bonds. 


to  the  extent  that  government  finance  does  not  simply 
replace  long  term  credit  supplied  by  the  banking  system. 

MONEY  AND  CREDIT 

While  the  net  impact  of  public  finance  had  been 
moderately  deflationary  up  to  1951,  the  banking  system 
had  been  practising  credit  expansion  on  a  large  scale 
and  thue  financing  the  rapid  increase  in  the  national 
income  that  took  place  under  the  impact  of  the  Korean 
war.  In  1952,  however,  the  situation  changed  in  that, 
while  credit  expansion  was  continuing,  government 
finance  became  in  the  last  quarter  of  the  year  a  strongly 
expansionary  force.  Treasury  borrowing  from  the 
Central  Bank  was  however  strongly  influenced  by  the 
accumulation  of  rice  inventories  and  other  short-term 
financial  requirements,  and  a  substantial  volume  of 
advances  was  repaid  in  the  first  half  of  19.53,  although 
the  recent  figures  show  another  strong  upward  movement, 
as  could  be  expected  at  this  time  of  the  year. 

A  feature  peculiar  to  the  Japanese  banking  system 
is  the  low  level  of  reserves  held  either  in  cash  or  with 
the  Bank  of  Japan:  thus  at  the  end  of  1952  reserves 
of  all  banks  (including  revaluation  of  assets  but  exclud¬ 
ing  current  net  incomes)  stood  at  Y.37,000  million  and 
cash  at  Y.40,000  million  as  against  deposits  of 
Y.2,224,000  million.  Since  the  banking  system  holds 
only  small  amounts  of  government  bonds,  this  practice 
favours  almost  unlimited  credit  expansion.  At  some 
periods,  such  as  the  end  of  1951,  total  loans  and  advances 
have  occasionally  exceeded  the  total  amount  of  deposits. 
Such  a  situation  of  course  is  only  possible  for  short 
periods  of  time  when  large  cash  withdrawals  take  place, 
reflected  in  increased  borrowings  from  the  Central  Bank 
and  increased  currency  in  circulation. 

The  private  banks  are  however  always  in  debt  to 
the  Bank  of  Japan,  and  since  they  have  but  small  reserves 
they  can  turn  into  currency,  they  have  to  depend  on 
increased  borrowings  to  meet  any  increase  in  their  cash 
requirements:  this  structure  of  the  banking  system 
ensures  the  control  of  the  Bank  of  Japan  over  credit 
policy. 

If  it  were  not  for  substantial  guarantees  supplied  by 
the  Bank  of  Japan  and  the  government,  the  tremendous 
credit  structure  erected  in  the  last  few  years  might 
present  serious  dangers  for  the  operation  of  industry 
and  the  economy.  In  1952/53,  the  capital  and  reserves 
of  industrial  enterprises  covered  only  30  per  cent  of  the 
funds  they  actually  used  partly  owing  to  the  effects  of 
post-war  inflation.  Of  the  borrowed  70  per  cent,  nearly 
60  per  cent  was  supplied  by  the  banking  system,  and 
some  by  government  agencies,  bonds  playing  an  exceed¬ 
ingly  small  role.  The  banks  thus  supply  industry  with 
far  more  than  its  working  capital  needs  and  while  this 
situation  can  be  dangerous  for  industry,  it  also  means 
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that  banks  have  to  engage  in  a  considerable  amount  of 
long-term  and  investment  financing  which  reduces  their 
liquidity.  Efforts  are  now  being  made  to  curtail  long¬ 
term  lending  by  ordinary  commercial  banks,'  through 
the  establishment  of  specialized  investment  banks^  and 
of  government  finance  corporations. 


Chart  25 


The  expansion  from  1949  to  1951,  which  was 
entirely  financed  by  the  private  banks,  thus  involved 
only  a  moderate  amount  of  currency  creation:  in  the 
calendar  year  1951  the  increase  in  currency  at  Y.80,000 
million  was  less  than  the  increase  in  loans  and  discounts 
of  the  Central  Bank  (nearly  Y.100,000  million),  while 
currency  created  by  the  balance  of  payments  surplus  was 
largely  absorbed  by  the  government  cash  surplus. 

In  1952,  since  foreign  exchange  accumulation  slowed 
down  considerably,  there  was  also  less  strain  on  the 
banking  system.  Its  borrowings  from  the  Central  Bank 
stopped  increasing,  while  the  government  became  respon¬ 
sible  for  the  continuing  currency  expansion.  In  1953, 
up  to  September,  the  mainspring  of  expansion  has  again 
been  the  banking  system,  and  the  loans  and  advances  of 
the  Bank  of  Japan  have  risen  to  new  heights.  On  the 
other  hand,  the  government  accounts  show,  from  March 
to  September,  a  large  cash  surplus  which  reflects  essen¬ 
tially  the  seasonal  variation  in  government  revenue  and 
expenditure.  Another  factor  was  the  inability  of  the 
Diet  to  vote  the  budget  in  time  and  the  consequent  post¬ 
ponement  of  deferable  expenditure.  It  is  therefore  likely, 
in  view  of  the  large  budgeted  deficit,  that  a  higher  rate 
of  expenditure  will  prevail  in  the  second  half  of  the 
fiscal  year,  and  that  public  finance  will  resume  its 
expansionary  role.  This  trend  was  strongly  in  evidence 
in  October  and  November. 

The  continued  rise  in  bank  credit  and  borrowings 
from  the  Central  Bank  has  recently  given  rise  to  some 
concern  regarding  the  monetary  stability  of  the  economy. 
In  the  summer  of  1953,  the  Bank  of  Japan  decided  to 

1.  In  1952/53,  bank  loans  financed  only  10  per  cent  of  the  increase 
in  fixed  capital  assets,  as  against  25  per  cent  in  1950/51,  while 
the  importance  of  government  loans  rose  from  8  to  29  per  cent. 

2.  Pursuant  to  the  Long-Term  Credit  Bank  Act  of  1952,  a  commer¬ 
cial  bank  was  turned  into  an  investment  bank  and  a  new  invest¬ 
ment  bank  was  established. 


tighten  up  its  credit  policy  and,  starting  from  1  October, 
effective  interest  rates  were  raised.  While  there  was  no 
change  in  the  official  structure  of  the  rates  the  higher 
rates  came  to  be  applied  to  an  increased  proportion  of 
the  loans  and  discounts  applied  for.  Measures  for 
tightening  the  very  liberal  methods  of  financing  the 
import  trade  are  also  under  consideration. 

The  government  has  also  recently  shown  growing 
interest  in  the  relations  between  the  monetary  policy 
pursued  in  the  country  and  its  balance  of  payments 
position,  and  far  stricter  fiscal  and  monetary  policies 
are  announced  for  1954.  The  preliminary  budget 
estimates  for  the  fiscal  year  1954/55  indicate  important 
curtailment  of  both  investment  and  current  expenditure. 

EXTERNAL  TRADE  AND  PAYMENTS 

Expanding  imports,  sluggish  exports  and  a  large 
surplus  on  invisibles  were  the  main  features  of  Japan’s 
foreign  payments  position.  Up  to  the  middle  of  1952, 
the  surplus  on  invisibles,  chiefly  due  to  procurements  by 
the  United  Nations  forces  in  Korea  and  expenditures  of 
the  United  States  army  in  Japan,  more  than  offset  the 
deficit  in  commodity  trade  and  enabled  Japan  to  build 
up  substantial  foreign  exchange  reserve.  The  trend  has 
changed  recently,  as  the  expanding  gap  between  imports 
and  exports  has  exceeded  the  surplus  in  visible  accounts, 
and  for  the  first  time  since  the  outbreak  of  the  Korean 
war  a  small  deficit  appeared  during  the  second  half  of 
1952;  it  increased  to  $140  million  during  the  first  half 
of  1953. 

While  receipts  from  foreign  military  expenditures 
are  not  expected  to  fall  off  drastically,  since  more  than 
half  of  them  consists  of  expenditures  of  the  United 
States  army,  which  will  stay  in  Japan  under  the  terms 
of  the  United  States-Japan  Security  Pact,  their  gradual 
tapering  off  will  enhance  the  necessity  of  obtaining 
foreign  exchange  by  expanding  normal  export  trade.® 


Chart  26 


3.  Out  of  ?824  million  extraordinary  receipts  durine  1952,  direct 
procurements  for  the  Korean  war  amounted  to  S2r.O  million,  of 
which  about  70  per  cent  were  commodities  and  the  rest  were  ser¬ 
vices.  In  addition  to  this,  a  part  of  the  personal  expenditures  in 
Japan  by  the  United  States  military  personnel  amounting  to  $28S 
million  is  also  directly  related  to  the  Korean  war.  The  trade  deficit 
in  H'53  is  reported  to  be  .$1,100  million. 
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The  balance  of  payments  problem  appears  even 
more  serious  when  the  prices  and  volumes  of  trade  are 
analysed.  Japan  is  probably  the  only  industrial  country 
whose  terms  of  trade  have  improved  during  the  Korean 
war  boom.  Partly  as  a  result  of  the  unusual  rise  in 
export  prices  between  1950  and  1951,  Japanese  terms 
of  trade  have  not  benefited  much  from  the  later  fall  in 
raw  material  prices,  since  inflated  export  prices  have  had 
to  be  reduced  as  conditions  become  more  competitive 
on  the  international  markets.  Since  domestic  wholesale 
prices  have  shown  considerable  rigidity  during  the  last 
two  years,  prices  have  tended  to  differ  between  the 
domestic  and  export  markets.  These  price  differentials 
have  been  favoured  by  a  number  of  measures  taken  by 
the  government  to  encourage  exports,  such  as  the  foreign 
exchange  bonus  system,  and  the  link  between  textile 
exports  and  permits  for  raw  material  imports.  Despite 
these  measures,  a  situation  where  domestic  sales  are 
more  profitable  than  exports  can  only  have  unfavourable 
repercussions  on  the  development  of  foreign  trade. 


Chart  27 

JAPAN  :  INDEX  NUMBERS  OF  EXTERNAL  TRADE 
Jon-Jun  1950*  too 
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The  most  striking  feature  of  the  trade  position  is 
the  extremely  low  volume  of  exports,  which  in  the  first 
half  of  1953  were  still  only  one  third  of  the  pre-war 
level.  While  textiles,  the  staple  pre-war  export,  have 
been  hardest  hit,  Japan  has  not  succeeded  so  far  in 
developing  alternative  lines  that  could  compensate  for 
the  closing  down  of  textile  markets.  While  in  1952,  the 
volume  of  exports  of  steel  products  far  exceeded  the 
pre-war  level,  and  those  of  machinery  approached  it,  the 
trend  towards  an  increased  importance  of  these  products 
at  the  expense  of  textiles,  which  had  been  noticeable  in 
1952  and  at  the  beginning  of  1953,  was  reversed  in  the 
middle  of  the  year.  A  steep  fall  in  steel  exports  (linked 


to  the  improvement  in  the  United  States  steel  supply 
position)  has  more  than  offest  the  rising  trend  in 
machinery,  while  the  textile  markets  have  shown  a 
marked  improvement  in  the  summer  of  1953.  As  pointed 
out  in  the  previous  Survey,  it  is  nevertheless  only 
through  an  expansion  of  exports  of  machinery  and 
engineering  products  that  Japan  can  hope  to  find  markets 
for  the  far  larger  volume  of  exports  it  needs  to  attain 
a  balanced  economy. 

On  the  face  of  it,  import  restrictions  seem  to  offer 
small  chances  for  balancing  trade  at  a  lower  level: 
while  industrial  production  was  over  50  per  cent  higher 
than  the  pre-war  level,  and  consumption  per  capita  just 
regained  it,  the  volume  of  imports  reached  67  per  cent 
of  pre-war  only  in  the  middle  of  1953.  This  changed 
proportion  of  imports  corresponds,  however,  to  a  basic 
structural  change  in  the  Japanese  economy,  and  a  higher 
degree  of  self-sufficiency  appears  possible.  The  most 
important  factor  in  this  change  has  been  the  fall  in 
raw  materials  imports  which  were  in  1952  less  than  half 
their  pre-war  volume.  The  main  factor  here  of  course 
has  been  the  changed  position  of  the  textile  industry, 
which  has  a  high  import  content  and  is  still  operating 
at  little  more  than  half  its  pre-war  level.  However,  as 
mentioned  earlier,  this  reduction  in  activity  was  due 
entirely  to  the  decline  in  exports,  and  despite  the 
economy  in  raw  materials  imported,  the  textile  industry, 
from  being  before  the  war  the  largest  foreign  exchange 
earner,  has  now  become  a  net  importer:  in  1934/36. 
textile  exports  exceeded  textile  raw  material  imports  by 
70  per  cent,  while  the  continued  increase  in  the  share 
of  domestic  consumption  out  of  total  production  resulted 
by  1952  in  exports  accounting  for  77  per  cent  only  of 
raw  material  imports.  Considerable  importance  there¬ 
fore  attaches  to  the  government  plan  to  shift  the  industry 
to  the  use  of  synthetic  fibres,  where  the  import  content 
is  very  small. 

Substitution  of  domestic  for  imported  raw  materials 
has  been  quite  widespread,  in  coal  and  pulp  for  instance. 
The  natural  resources  of  Japan  being  quite  limited, 
higher  costs  have  however  resulted  and  rapidly  diminish¬ 
ing  returns  have  set  in  over  wide  areas,  so  that  further 
expansion  of  industrial  activity  will  probably  have  to 
be  based  largely  on  imported  raw  materials. 

An  increased  diversification  of  the  engineering  in¬ 
dustries,  and  a  shift  in  imports  from  rice  to  cheaper 
cereals  such  as  wheat  and  barley,  have  also  been  factors 
making  for  greater  self-sufficiency  of  the  economy. 

The  weakness  of  Japanese  exports  is  of  course  partly 
accounted  for  by  the  closing  down  of  a  number  of  its 
most  important  pre-war  markets  which  has  notably 
affected  the  geographic  distribution  of  Japan’s  foreign 
trade.  North  America  has  now  become  the  most  import¬ 
ant  supplier  of  Japan,  accounting  for  50  per  cent  of 
Japanese  imports.  Although  Japanese  exports  to  the 
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dollar  area  (which,  in  addition  to  North  America, 
includes  a  number  of  so-called  hard  currency  countries 
or  countries  with  which  no  trade  agreements  exist)  have 
recently  shown  a  satisfactory  increase  and  in  the  first 
half  of  1953  had  risen  to  $44  million  a  month,  a  great 
gap  remained,  with  imports  running  at  a  little  under 
$100  million  a  month.  This  large  deficit  on  trade 
account  was,  however,  more  than  made  up  by  the 
extraordinary  receipts  from  military  expenditure,  and 
the  level  of  dollar  reserves  had  been  either  increasing 
or  steady  up  to  October  1953. 

TABLE  39 

JAPAN:  GOVERNMENT  HOLDINGS  OF  FOREIGN 
EXCHANGE 

Million  dollars 


End  oi  month 

Total 

Dollar 

Sterling 

Open 

Account 

1950  Dec  . 

557 

462 

54 

41 

1951  Dec  . 

914 

583 

211 

120 

1952  Mar  . 

1.059 

643 

279 

137 

lun  . 

1,161 

671 

355 

135 

Sept  . 

1,115 

651 

337 

127 

Dec  . 

1,035 

664 

249 

122 

1953  Mar  . 

930 

739 

107 

84 

Jun  . 

847 

745 

45 

57 

Sept  . 

872 

774 

53 

45 

Oct  . 

854 

759 

47 

48 

Source:  IMF 


Trade  with  South-East  Asia,  which  now  accounts 
for  an  increased  proportion  of  Japan’s  foreign  trans¬ 
actions  (30  per  cent  of  exports  and  20  per  cent  of 
imports  in  1952  as  against  16  per  cent  for  both  in 
pre-war  years),  is  carried  out  mostly  under  bilateral 
agreements,  with  the  exception  of  sterling  area  coun¬ 
tries.  These  bilateral  agreements  with  the  open  account 
countries  usually  provide  for  swing  credits  that  can  be 
utilized  by  either  partner.  While  Japan  had  been 
accumulating  some  inconvertible  surpluses  under  these 
arrangements  up  to  the  middle  of  1952,  small  deficits 
have  recently  occurred  which  have  halved  the  previously 
extended  credits. 

It  is  nevertheless  with  this  group  of  countries  that 
Japan’s  accounts  are  most  closely  balanced,  since  trade 
with  the  sterling  area  shows  a  considerable  deficit  which 
is  not,  as  in  the  case  of  the  dollar  area,  offset  by  sub¬ 
stantial  invisible  receipts.  Japan’s  exports  to  sterling 
area  countries,  having  reached  $57  million  a  month  in 
the  first  half  of  1952,  fell  to  $33  million  in  the  second 
half  and  declined  further  to  $26  million  in  the  first  half 
of  1953.  Since  imports  have  shown  a  slightly  rising 
trend  over  the  same  period,  the  considerable  accumula¬ 
tion  of  sterling  that  had  taken  place  in  1951  and  in 
the  first  half  of  1952  gave  rise  to  a  large-scale  defiit, 
which  had  by  June  1953  resulted  in  an  almost  complete 


exhaustion  of  Japan’s  sterling  holdings.*  This  sharp 
reverse  in  Japan’s  sterling  trade  position  has  been  due 
to  restrictions  imposed  by  sterling  area  countries  on  the 
imports  from  Japan,  when  Japan  wished  to  convert  into 
dollars  some  of  the  sterling  balances  it  was  rapidly 
building  up.  These  restrictions  have,  however,  remained 
in  force,  particularly  for  textiles  and  consumer  goods 
imports,  even  after  the  reversal  of  Japan’s  payments 
position  and,  threatened  with  a  continuing  deficit  and 
the  exhaustion  of  its  reserves  Japan  sees  itself  com¬ 
pelled  in  turn  to  impose  restrictions  on  imports  from 
the  sterling  area.  In  September  1953,  the  Cabinet 
approved  a  foreign  exchange  budget  of  £101  million 
for  the  next  six  months  as  against  £165  million  for  the 
corresponding  period  of  1952.  Such  measures  imply  a 
reversal  of  the  policy  of  curtailing  imports  from  the 
dollar  area  and  expanding  those  from  soft  currency  coun¬ 
tries.  It  now  seems  to  be  in  the  interest  of  all  the  parties 
concerned  to  reach  an  agreement  that  would  permit 
trade  expansion  and  do  away  with  reciprocal  import 
restrictions  that  can  only  result  in  a  downward  spiral 
of  the  trade  level. 

With  the  increasing  difficulties  in  expanding  export 
elsewhere,  growing  interest  in  promoting  trade  with 
mainland  China  has  been  shown  by  almost  every  circle 
in  Japan.  The  Diet  passed  a  unanimous  resolution 
in  July  1953  on  the  promotion  of  trade  with  mainland 
China,  and  an  unofficial  group  of  Diet  members  and 
businessmen  visited  Peking  in  October  1953  to  negotiate 
trade  with  mainland  China.  They  have  concluded  an 
agreement  with  the  Peking  Government  covering  the 
period  from  October  1953  to  the  end  of  December  1954, 
which  provides  for  trade  of  £30  million  each  way.  But 
the  fulfilment  of  this  agreement  may  not  be  up  to 
expectation.  In  pre-war  years  (1934-36  average)  Japan’s 
trade  with  China^  accounted  for  18  per  cent  of  total 
exports  and  12  per  cent  of  total  imports.  After  the  war, 
trade  recovered  up  to  1950,  then  was  sharply  reduced 
owing  to  the  embargo  and  has  again  been  increasing 
gradually  since  the  middle  of  1952.  For  the  first  four 
months  of  1953,  the  value  of  monthly  imports  from 
mainland  China  was  just  under  S2  million  and  that  of 
export  to  mainland  China,  $231,000.  Japan’s  exports  are 
low  because  those  commodities  which  mainland  China 
really  wants  are  under  embargo  and  those  which  Japan 
can  freely  export  are.  in  many  cases,  not  wanted  by 
mainland  China. 

CONCLUSION 

The  above  analysis  has  shown  that  the  remarkable 
expansion  of  the  Japanese  economy  in  the  last  few 
years  has  been  financed  by  credit  creation  on  a  huge 
scale.  The  expansionary  monetary  situation  which  thus 
prevailed  in  the  domestic  market  has  been  accompanied 

1.  Japan  had  bought  £44.3  million  from  the  International  Monetary 

Fund  by  31  December,  1953. 

2.  Excluding  Taiwan,  including  Manchuria. 
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by  a  growing  unbalance  in  foreign  trade  which  up  till 
recently  has  been  masked  by  the  high  levels  of  foreign 
military  expenditure  in  Japan.  The  tapering  off  of  this 
source  of  receipts  has  now  brought  the  balance  of  pay¬ 
ments  problem  to  the  fore. 

There  is  no  doubt  that  Japan’s  trade  problem  is 
largely  structural  in  character  and  that  far-reaching 
changes  are  required  both  in  the  commodity  composition 
and  in  the  geographic  distribution  of  exports;  the  1952 
Survey  had  already  stressed  that  exports  of  capital  goods 
to  countries  undergoing  development  seemed  to  offer  the 
best  prospects  for  the  great  expansion  necessary  in 
Japanese  exports.  This  road  to  a  solution  of  Japan’s 
problem  is  however  beset  with  difficulties.  The  present 
restrictions  in  trade  with  the  sterling  area  and  the 
accumulation  of  inconvertible  balances  under  some  of 
the  bilateral  agreements  point  to  the  difficulties  that 
might  attend  a  rapid  expansion  of  Japanese  exports  in 
these  directions  unless  a  suitable  re-adjustment  of  import 
patterns  could  be  effected  at  the  same  time. 

More  fundamentally,  one  of  Japan's  basic  difficulties 
lies  in  the  fact  that  its  comparative  advantage  is  greatest 
in  those  industries  such  as  textiles  and  light  consumer 
goods  where  world  trade  is  unlikely  to  expand  signi¬ 
ficantly,  while  its  competitive  position  is  weakest  in 
precisely  those  lines  of  exports  which  hold  the  better 
promises  of  large-scale  expansion.  A  considerable  re¬ 
organization  of  production  and  a  great  improvement  in 
working  methods  and  efficiency  will  be  needed  before 
Japan  can  overcome  the  handicaps  arising  from  its 


existing  industrial  structure  and  from  the  high  prices  it 
has  to  pay  for  its  supplies  of  raw  materials  for  the 
heavy  industries. 

In  the  short  run  the  problem  may  be  viewed  as  one 
of  reconciling  a  rapid  rate  of  growth  in  the.  economy 
with  the  need  for  higher  exports.  Since  an  improve¬ 
ment  in  trade  balance  involves  a  fall  in  total  national 
expenditure  in  relation  to  national  output,  the  rapid 
building  up  of  the  economy  that  has  been  taking  place 
with  its  attendant  high  rates  of  fixed  and  inventory 
investment  and  its  upswing  in  the  consumption  level 
could  not  but  have  unfavourable  short-term  repercussions 
on  the  foreign  position.  The  price  rigidity  which  charac¬ 
terized  Japan’s  industrial  products  in  the  last  two  years 
and  created  considerable  difficulties  on  the  export  markets 
may  well  be  partly  due  to  the  high  level  of  domestic 
investment  demand. 

Since  industrial  capacity  does  not  appear  to  be 
approaching  full  utilization  in  most  branches  of  the 
Japanese  heavy  and  engineering  industries,  the  further 
expansion  in  output  needed  for  a  solution  of  the  export 
problem  will  require  a  continued  high  rate  of  industrial 
investment.  A  conflict  may  thus  arise  between  the  attain¬ 
ment  of  short-term  expansion  of  exports  and  the  longer 
term  objective  of  far-reaching  structural  changes.  While 
measures  may  have  to  be  taken  to  curtail  the  level  of 
investment  or  of  consumption  if  the  balance  of  payments 
problem  becomes  more  acute,  a  continuation  of  the 
present  high  rates  of  investment  is  a  necessary  condi¬ 
tion  for  bringing  about  a  more  rapid  solution  of  the 
fundamental  problem  of  the  Japanese  economy. 
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Chapter  13. 
KOREA 


INTRODUCTION 

Inflation  was  chronic  in  the  Republic  of  Korea  even 
before  the  outbreak  of  the  war.  Since  then,  it  has  been 
aggravated  by  an  acute  shortage  of  goods  combined  with 
sharp  increases  in  war  expenditure.  But  supplies  avail¬ 
able  increased  after  the  end  of  1952,  while  monetary 
expansion  slowed  down,  and  the  worst  phase  of  inflation 
seems  to  be  over,  although  there  still  remain  strong 
inflationary  factors  in  the  economy.  Agricultural  pro¬ 
duction  in  1953  has  shown  a  big  improvement  over  the 
proceeding  year,  and  with  imports  increasing,  the  food 
situation  has  greatly  improved.  Industrial  and  mining 
production  is  also  rising.  Rehabilitation  is  getting  under 
way  and  signs  of  improvements  are  already  noticeable. 

PRICE  AND  MONETARY  SITUATION 
The  retail  price  index  in  Pusan  increased  sixfold 
during  the  first  year  of  the  Korean  war,  and  three  times 
during  the  second  year.  However,  the  rate  of  price 
inflation  has  been  slowing  down.  In  June  1953,  the 

1,  The  present  chapter  covers  economic  developments  in  the  Republic 
of  Korea. 


index  was  only  30  per  cent  higher  than  a  year  ago. 
Price  rises  have  been  relatively  sharper  in  consumer 
goods  than  in  produced  goods,-  reflecting  the  acute 
shortage  of  consumer  goods,  foodstuffs  in  particular. 

Table  40  shows  the  major  causes  of  changes  in 
money  supply.  Up  to  the  end  of  1952,  Bank  of  Korea 
advances  to  the  United  Nations  forces  formed  the  most 
important  factor.  In  1952  the  government  account 
showed  some  surplus,  offset  by  a  sharp  rise  in  bank 
loans  to  private  and  government-owned  enterprises. 
Partly  because  of  the  cash  shortage  arising  from  the 
currency  conversion  of  February  1953,  bank  loans  rose 
still  further,  and  became  the  main  cause  of  inflation 
during  the  first  half  of  1953.  At  the  end  of  March  1953, 
only  16  per  cent  of  the  total  bank  loans  were  financed 
from  the  commercial  banks’  own  deposits,  the  rest  being 
provided  through  rediscounts  and  direct  loans  by  the 
Bank  of  Korea. 


2.  In  July  1953  the  wholesale  price  index  (1947=100,  Pusan)  stood 
at  6,962  for  consumer  Koods  and  at  4,049  for  producer  goods. 


TABLE  40 

REPUBLIC  OF  KOREA:  MAJOR  CAUSES  OF  CHANGES  IN  MONEY  SUPPLY 

Thousand  million  won 


1 

Money  supply  1 

Changes  in  money  supply 

End  of 
]un  1950 

End  of  1 
Jun  1953  1 

lul  1950- 
Dec  1951 

1952 

lan-Dec 

1953 

lan-Iun 

Factors  increasing  money  supply 

Bank  of  Korea  net  advances  to  the  government  . 

84 

i 

340  1 

118 

j 

-69  i 

207 

Bank  of  Korea  net  advances  to  United  Nations  forces  . . 

1.373 

417 

556 

406 

Bank  of  Korea  loans  . 

24 

196 

58 

78 

35 

Other  bank  loans . 

61 

1,140  i 

164 

425 

491 

All  other  causes  . 

19 

150  ! 

38 

108 

—16 

- 

-  1 

-  ■■ 

■ 

1  ■ 

188 

3,204 

795 

1,098 

1.123 

Factors  reducing  money  supply 

Proceeds  of  aid  supplies  . 

63a 

541" 

135 

297 

1 

46 

Sale  of  government  foreign  exchange  . 

— 

561a 

— 

1  22 

1  539 

Bank  deposits  (excluding  checking  account)  . 

37 

593 

98 

216 

{  242 

-  ■  — 

— 

— 

j  - - 

100 

1,695 

233 

535 

1  827 

Net  effect  on  money  supply . 

562 

563 

296 

Money  supply  as  of  the  end  of  the  period  . 

88 

1.509 

650 

1,213 

1,509 

Source:  Bank  of  Korea. 


s.  Proceeds  of  sales  to  date  stated. 
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The  first  repayment  of  advances  to  the  United 
Nations  forces  was  made  in  October  1952.  By  the  end 
of  June  1953  total  repayments  amounted  to  $167  million, 
or  11,176  million  hwan,  representing  81  per  cent  of  the 
outstanding  advances.  Increasing  amounts  of  foreign 
exchange  from  this  source  are  being  sold  by  the  govern¬ 
ment  to  importers,  and  in  the  first  half  of  1953,  the  net 
balance  of  advances  to  the  United  Nations  forces  and 
of  repayment  from  them  became  a  dis-inflationary  factor. 

One  of  the  most  significant  recent  developments  in 
the  monetary  sector  was  the  currency  conversion  effected 
in  February  1953.  The  old  won  was  exchanged  for 
the  new  hwan  at  the  rate  of  100  to  1.  Each  person 
was  entitled  to  exchange  old  notes  up  to  a  limit  of  500 
hwan,  the  balance,  after  payment  of  overdue  national 
taxes,  being  deposited  with  banking  institutions.  Out 
of  the  old  note  issue  of  1,137  thousand  rnillion  won  out¬ 
standing^  on  14  February,  1,013  thousand  million  won 
or  89  per  cent  were  exchanged  or  deposited. 

The  Government  plan,  as  submitted  to  the  Assembly 
in  the  draft  Monetary  Measure  Bill  on  25  February, 
was  to  block  a  large  part  of  the  deposits  collected  under 
the  conversion  scheme  as  an  anti-inflationary  measure. 
The  substantial  amendments  made  by  the  Assembly, 
however,  rendered  the  measure  almost  ineffective,  and 
after  a  temporary  contraction  in  circulation,  the  new  hwan 
currency  issue  increased  rapidly.  By  the  end  of  June 
1953  it  reached  12,960  million  hwan,  14  per  cent  higher 
than  that  before  the  currency  conversion.  Currency  has 
continued  to  increase  further,  and  by  November  1953, 
there  was  twice  as  much  currency  in  circulation  as  at 
the  time  of  the  monetary  reform. 

FISCAL  DEVELOPMENTS 

The  fiscal  position  of  the  Government  of  the 
Republic  of  Korea  improved  considerably  during  1951 
and  1952.  In  contrast  with  the  preceding  budget,  a 
surplus  was  realised  in  the  1951/52  accounts.  The 
budget  for  1952/53  provided  for  a  small  deficit.  This 
favourable  situation  may  not  continue,  however,  since 
a  large  part  of  the  defence  and  rehabilitation  expenses, 
now  covered  by  the  United  Nations  forces  and  various 
relief  agencies,  may  have  to  be  borne  by  the  Government 
in  future. 

A  comprehensive  tax  reform,  introduced  in  1951, 
resulted  in  large  additional  revenues  in  1952  and  1953. 
The  temporary  land  income  tax  produced  large 
receipts,  more  than  95  per  cent  of  which  were  paid  in 
kind  by  farmers  producing  staple  crops. 

PRODUCTION 

Agriculture 

The  supplies  of  local  grains  available  for  consump¬ 
tion  in  1952  showed  a  significant  short  fall  compared 
to  the  previous  year.  Rice,  which  accounts  for  nearly 


70  per  cent  of  the  grain  production  within  the  country, 
showed  a  decline  of  nearly  13  per  cent  compared  to  the 
previous  year.  In  order  to  make  up  the  food  deficit, 
533,000  tons  of  grains  were  imported  during  1952,  more 
than  half  of  which  was  brought  in  under  the  United 
Nations  Civil  Relief  Programme  and  by  the  United 
Nations  Korean  Reconstruction  Agency  (UNKRA). 

In  the  first  half  of  1953  the  position  was  somewhat 
better  but  significant  improvement  occurred  in  the 
second  half  of  the  year  after  the  harvesting  of  the 
bumper  1953/54  rice  crop  and  some  exports  were  also 
being  contemplated. 

The  larger  1953/54  crop  was  the  result  of  favour¬ 
able  weather  coupled  with  increased  use  of  fertilizer. 
During  the  fertilizer  year  ending  1953,  total  fertilizer 
consumption  amounted  to  614,000  tons;  while  almost 
double  the  previous  year’s  consumption  this  was  still 
lower  than  the  1949/50  total  of  766,000  tons. 

Mining  and  industrial  production 

Coal,  tungsten,  and  graphite  are  the  major  mineral 
products  of  the  Republic  of  Korea.  Coal  production  in 
September  1953  was  82,000  tons,  nearly  70  per  cent  above 
the  monthly  average  of  1952.  Transport  difficulties  and 
lack  of  storage  space  at  the  pithead  are  now  preventing  a 
further  increase  in  production.  Tungsten  ore  production 
was  626  tons  (65  per  cent  metal  content)  in  June  1953, 
double  the  monthly  average  of  1952  and  about  six  times 
as  much  as  before  the  war.  Graphite  production  is 
some  2,000  tons  a  month,  less  than  half  the  1950  rate. 
Increased  production  is  expected  in  response  to  the  high 
level  of  export  demand.  Exports  of  mineral  products 
accounted  for  one  half  of  the  total  value  of  exports  in 
1952. 

Industry  has  suffered  extensive  damage  in  the  three 
years  of  war  and  is  still  in  the  initial  stage  of  recovery. 
The  production  of  cotton  yarn  and  cotton  sheeting,  how¬ 
ever,  has  been  increasing  rapidly  with  the  repairing  of 
damaged  equipment  and  owing  to  imports  of  raw  cotten 
under  United  Nations  aid.  The  production  of  cotton  yarn 
during  June  1953  amounted  to  3  million  lbs.  and 
exceeded  the  level  reached  before  the  war.  Cement 
production  is  also  increasing  substantially,  exceeding 
4,600  tons  in  September  1953.  Electric  power  genera¬ 
tion  has  increased  slightly  in  1953  and  exceeded  the 
pre-war  level.  There  is  still  a  power  shortage,  however, 
as  nearly  30  per  cent  of  output  is  consumed  by  the 
United  Nations  forces. 

EXTERNAL  TRADE  AND  PAYMENTS 

Commodity  trade  has  had  a  rather  limited  signi¬ 
ficance  in  the  economy  of  the  Republic  of  Korea  in 
recent  years  since  a  large  part  of  import  needs  have 

1.  As  Korean  coal  is  mostly  anthracite,  imports  of  bituninous  coal 

are  necessary  and  1,334,000  tons  were  imported  in  1062. 
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been  met  from  external  aid.  In  1952  commercial 
imports  included  in  the  trade  statistics  were  only  one 
quarter  of  total  imports. 

In  1952  exports  were  S27.7  million  and  imports 
(excluding  imports  covered  from  foreign  aid)  were 
853.6  million.^  Of  the  total  exports,  73  per  cent  went 
to  the  United  States  and  21  per  cent  to  Japan,  while 
48  per  cent  of  imports  came  from  Japan  and  35  per  cent 
from  the  United  States.^  Mineral  products  (mostly 
tungsten),  marine  products  and  scrap  iron  were  the 
major  export  items,  accounting  for  53  per  cent,  17  per 
cent  and  11  per  cent  respectively  of  total  exports.  Half 
the  imports  consisted  of  foodstuffs. 

During  the  first  five  months  of  1953,  monthly 
exports  amounted  to  $14  million.  Imports  have  risen 
sharply  since  April  1953  to  $20  million  a  month  as 
larger  dollar  repayments  were  made  for  the  advances  to 
the  United  Nations  forces  in  Korea. 

The  balance  of  payments  position  has  also  improved 
substantially  because  of  these  receipts  from  the  United 
Nations  Command.  Thus  total  dollar  holdings^  increased 
from  $13.7  million  at  the  end  of  July  1952  to  $76.2 
million  at  the  end  of  March  1953.  It  had  declined  to 
$48.7  million  by  the  end  of  June  1953,  owing  to  the 
increased  release  of  dollars  to  importers. 


1.  Figures  from  the  foreign  exchange  statistics. 

2.  Air  imports  are  excluded. 

S.  Total  of  the  holdings  of  the  government,  of  the  Bank  of  Korea 
and  of  private  business  legally  held  in  account  with  the  Bank  of 
Korea. 


FOREIGN  ASSISTANCE 

The  Republic  of  Korea  received  foreign  aid  goods 
consisting  of  foodstuffs,  fertilizers,  raw  cotton  etc.  valued 
at  $110  million  in  1951  and  at  $153  million  in  1952. 
Economic  rehabilitation  has  got  under  way  since  the 
second  half  of  1952.  Various  United  Nations  specialized 
agencies,  including  FAO,  WHO  and  UNESCO,  have  sent 
missions  to  Korea  and  on  the  basis  of  their  recommen¬ 
dations,  an  overall  reconstruction  plan  was  being  pre¬ 
pared  during  1953.  A  $70  million  programme  for  the 
relief  and  rehabilitation  of  Korea  was  initiated  by 
UNKRA  for  the  year  ending  June  1953.  In  addition, 
$130  million  is  expected  to  be  allocated  through  UNKRA 
for  the  year  ending  June  1954.  These  funds  are  directed 
primarily  to  the  rehabilitation  of  agriculture,  industry, 
education,  housing  and  public  health,  as  well  as  to  the 
import  of  basic  commodities. 

The  United  States  Congress  has  also  approved  the 
appropriation  of  $200  million  for  the  reconstruction  of 
the  Korean  economy  for  the  year  ending  in  June  1954. 
The  expenditure  of  this  appropriation  was  being  studied 
by  the  ROK-USA  Joint  Economic  Commission.  Thus 
total  foreign  aid  to  the  Republic  of  Korea  for  the  year 
1953/54  will  account  for  about  30  per  cent  of  the 
estimated  gross  national  product*  and  rehabilitation 
should  make  rapid  progress.® 

4.  Preliminary  Report  on  Economic  Reconetructon  of  Korea 
(UNKRA/AG/13),  15  December  1952. 

5.  Few  economic  data  are  available  regarding  the  Korean  People'! 
Democratic  Republic.  It  is  known  however  that  the  Korean  Peo. 
pie's  Democratic  Republic  has  concluded  agreements  both  with  the 
USSR  and  the  People's  Republic  of  China,  which  promise  aid 
amounting  to  one  thousand  million  rubles  ($250  million)  and 
8,000,000  million  People's  Bank  Yuan  (about  $300  million)  respec¬ 
tively  for  a  four-year  period  beginning  in  1954. 


Chapter  14. 

MALAYA  AND  BRITISH  BORNEO^ 


INTRODUCTION 

The  two  factors  which  have  dominated  the  Malayan 
economy  since  1950  have  been  the  spectacular  rise  and 
fall  in  the  prices  and  export  values  of  rubber  and  tin, 
and  the  state  of  emergency,  which  has  absorbed  in 
defence  a  rising  proportion  of  government  expenditure. 

The  inflationary  pressures  generated  by  the  increase 
in  export  incomes  was  only  partially  offset  by  tbe  export 
duties  and  new  taxes  which  were  levied.  Much  of 
the  increased  purchasing  power  had  to  be  absorbed  by 
substantially  increased  imports,  even  though  the  govern¬ 
ment  accounts  were  in  surplus,  and  thus  fiscal  policy 
contributed  to  controlling  the  potentially  serious 
inflationary  situation. 

Within  the  past  two  years  inflationary  pressures 
have  abated.  Although  there  is  still  some  backlog  of 
demand  in  Malaya  within  the  private  sector  and  the 
government  budget  for  1953/54  shows  a  deficit,  the  situa¬ 
tion  is  more  stable.  Moreover,  the  emergency  is  now 
more  under  control  and  its  hampering  effect  on  economic 
development  reduced. 

PRODUCTION  AND  DEVELOPMENT 
Rubber  and  tin 

Rubber:  In  the  peak  year  of  1951  rubber  accounted 
for  about  65  per  cent  of  total  export  value  as  against 
about  50  per  cent  in  1948.  The  quantities  exported 
were  about  the  same  in  each  year,  but  in  1951  the 
value  was  four  times  as  great. 

Both  exports  and  production  of  rubber  are  sensitive 
to  price  changes,  but  exports  tend  to  lag  behind.  Thus 
in  1950  production  rose  under  the  influence  of  rising 
prices,  while  exports  were  actually  less  than  those  of 
the  previous  year  and  only  increased  in  1951,  when 
production  was  already  falling  as  spot  prices  declined. 

Production  is  concentrated  in  Malaya,  which  con¬ 
tributes  about  90  per  cent,  and  in  British  Borneo.  In 
Malaya  estate  production  was  higher  than  smallholding 
production,  but  it  was  the  latter  which  provided  the 
increase  in  output  during  the  boom.  Smallholding 
production  rose  by  17  per  cent  to  322,000  tons  in  1950, 
whereas  estate  production  fell  by  6  per  cent  during  the 

1.  Malaya  covers  Federation  of  Malaya  and  SinRapore»  while  British 

Borneo  covers  North  Borneo*  Brunei  and  Sarawak. 


same  year,  to  383,000  tons.  The  increase  in  small¬ 
holding  production  was  only  achieved  by  tapping  trees 
hitherto  uneconomic  and  by  ‘slaughter-tapping.’ 

The  decline  in  production  in  1951  and  subsequent 
years,  brought  about  by  falling  prices,  was  likewise 
concentrated  on  smallholding  production,  which  fell  in 
successive  years  to  a  low  annual  rate  of  233,000  tons 
over  the  first  nine  months  of  1953.  Estate  production 
was  meanwhile  stabilized  at  about  340,000  tons.  The 
decline  in  smallholders  production  since  1951  was  also 
because  of  earlier  intensive  tapping  and  the  growing 
age  of  the  trees. 

In  Malaya  over  60  per  cent  of  the  1.4  million  acres 
of  small  holders’  rubber  was  past  the  normal  replanting 
age  of  30  years  in  1952,  and  so  were  large  areas  of  estate 
rubber.  Accordingly,  a  scheme  was  launched  in  1951, 
establishing  a  Rubber  Cess  Fund  to  subsidize  replanting 
of  small  holders’  rubber  at  the  rate  of  M$400  per  acre. 
This  grant  would  cover  about  two-thirds  of  the  cost  of 
replanting  at  1952  prices  and  the  funds  are  provided 
by  small  levy  on  exports.  It  is  estimated  that  replanting 
with  selected  seedlings  will  raise  the  output  per  acre  by 
at  least  three  times.  The  1953  replanting  target  of 
50,000  acres  however  is  unlikely  to  be  reached. 

Tin:  Production  of  tin-in-concentrates  in  Malaya  in 
1949  was  only  71  per  cent  of  production  in  1937,  and 
amounted  to  56,000  tons.^  However,  the  rapid  increase 
in  tin  prices  brought  more  mines  into  operation,  and 
in  1950  the  output  had  increased  to  about  59,000  tons. 
In  1951  prices  began  to  fall,  and  from  then  onwards 
the  number  of  mines  in  operation  declined,  so  that  in 
the  first  eight  months  of  1953  production  was  about 
the  same  as  it  had  been  in  1949.  The  emergency  has 
limited  prospecting  and  little  deep  drilling  has  taken 
place. 

Tin  smelting  plants  in  Malaya  process  both  domestic 
and  imported  concentrates,  the  imports  coming  mainly 
from  Thailand  and  Burma.  About  16  per  cent  of  total 
export  value  both  in  1938  and  in  1949  was  accounted 
for  by  tin.  During  the  Korean  war  boom  the  relative 
importance  of  tin  declined,  in  spite  of  an  absolute 
increase,  because  of  the  far  greater  rise  in  the  price 

2.  All  fi);ures  refer  to  metal  content. 
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and  export  value  of  rubber.  But,  unlike  the  price  of 
rubber,  the  world  price  of  tin  continued  stable  from 
January  1952  to  March  1953,  then  fell  sharply,  so  that 
the  price  in  London  in  August  1953  was  40  per  cent 
below  the  February  1953  price.  The  unit  value  of  tin 
metal  exports  from  Malaya  fell  rather  less — by  34  per 
cent — although  fulfilment  of  contracts  maintained  the 
quantity  exported  within  two  per  cent  of  exports  in 
1952. 

The  rise  in  wages  during  the  boom  has  left  the 
industry  with  a  somewhat  higher  cost  structure,  and 
thus  though  the  price  of  tin  in  August  1953  is  still 
higher  than  prior  to  the  boom,  the  incidence  of  export 
taxes,  levied  according  to  a  sliding  scale,  is  somewhat 
greater  in  relation  to  profits. 

Food 

While  rice  is  the  most  important  food  crop  in 
Malaya  and  British  Borneo,  domestic  production  in 
Malaya  covers  only  about  half  of  requirements.  During 
the  Korean  war  boom,  the  area  sown  to  paddy  in  the 
Federation  of  Malaya  declined  by  6  per  cent  in  1950/51 
and  a  further  5  per  cent  in  1951/52,  mainly  because  of 
labour  shortage  resulting  from  its  shift  to  rubber  tapping 
and  recruitment  by  the  security  forces.' 

The  output  of  rice,  however,  was  not  affected  in 
1950/51  because  of  good  weather  and  high  yields,  but 
declined  sharply  in  1951/52,  when  part  of  the  planted 
area  could  not  be  harvested  because  of  damage  by 
drought,  pests  and  disease  and  because  of  declined  yields 
in  the  areas  harvested. 

1.  Other  factors  were  inadequate  water  control  in  certain  areas,  in¬ 
security  of  tenure,  insufficient  subsidies  for  colonists  in  new  areas 
and  the  attraction  of  higher  earnings  in  mining. 


When  the  prices  of  rubber  and  tin  fell,  the  produc¬ 
tion  of  rice  became  relatively  more  profitable.  Increase 
in  planted  area,  good  weather  and  greater  care  given 
to  the  paddy  crop  under  improved  security  conditions, 
resulted  in  a  substantial  increase  in  output  in  1952/53, 
bringing  it  back  to  the  pre-boom  level. 

Despite  the  decline  in  rice  output  in  1951/52, 
imports  of  food  grains  did  not  increase  in  1952,  stocks 
built  up  in  1951  being  used  to  meet  requirements. 
Subsequent  replacement  led  to  an  increase  in  imports 
in'the  first  eight  months  of  1953,  in  spite  of  the  better 
1952/53  crop.  Offtake  of  rationed  rice  in  1953  was 
much  lower  than  in  1952,  reflecting  the  easier  domestic 
supply  position  and  perhaps  some  decline  in  consump¬ 
tion,  due  to  higher  rice  prices  and  the  fall  in  money 
incomes. 

Although  only  a  small  part  of  development  funds 
are  devoted  to  agriculture,  it  is  planned  to  expand  rice 
production  in  Malaya,  North  Borneo  and  Sarawak,  as 
part  of  a  general  expansion  of  agricultural  production 
intended  to  reduce  dependence  on  imports.  One  estimate 
suggests  that  rice  production  in  Malaya  in  1956/57  will 
be  about  30  per  cent  higher  than  in  1952/53.- 

In  1951  and  1952  emergency  conditions  reduced 
the  output  of  sweet  potatoes,  yams,  maize  and  vegetables 
by  Chinese  farmers  in  the  Federation  of  Malaya,  but 
the  resettlement  of  Chinese  squatters  starting  in  1951  '52 
resulted  in  rising  output  in  the  following  year. 


2.  Food  and  Agricultural  I’rogrammes  and  Outlook  in  Asia  and  the 
Far  East,  (Working  paper  submitted  to  FAO  Regional  Meeting), 
Bangalore,  1953. 


TABLE  41 

MALAYA  AND  BRITISH  BORNEO:  SUPPLY  OF  PRINCIPAL  FOOD  GRAINS 

Thousand  tons 


1934-38 

1949 

1950 

1951 

1952 

1953 

Malaya 

Rice  production  . 

318.1 

312.1 

442.8 

449.9 

346.5 

448.1 

Rice  imports  (net) . 

540.6 

503.0 

443.0 

506.9 

430.0 

491.0* 

Wheat  and  wheat  Hour  imports  (net) . 

Brunei 

77.2 

128.2 

165.8 

170.9 

176.8 

93.81* 

Rice  production  . 

1.2 

4.3 

3.7 

3.7 

2.5 

Rice  imports  (net) . 

2.7 

2.6 

1.7 

3.2 

Wheat  and  wheat  flour  imports  (net) 

0.4 

0.7 

0.8 

0.5 

North  Borneo 

Rice  production  . 

12.4 

22.3 

29.1 

29.1 

21.7 

Rice  imports  (net) . 

15.4 

12.7 

8.4 

15.9 

14.4 

14.6' 

Wheat  and  wheat  flour  imports  (net) 

Sarawak 

1.5 

4.1 

3.3 

4.8 

3.6 

4.5“ 

Rice  production  . 

91.8 

79.7 

68.2 

50.8 

Rice  imports  (net)  . 

33.7 

11.7 

19.7 

31.9 

28.8 

Wheat  and  wheat  flour  imports  (net) 

2.3 

2.3 

4.4 

3.3 

2.8 

Sources:  FAO  and  Department  of  Statistics,  Malaya.  immediately  preceding  the  calendar  year  indicated.  Thus  1958 

production  relates  to  the  1952/53  crop  which  is  available  for  con- 
Note:  Rice  production  based  on  figures  for  paddy  assuming  milling  sumption  in  1953. 

equivalent  of  62  per  cent.  Wheat  flour  has  been  converted  into  a.  Jan-Aug  at  annual  rate, 

wheat  equivalent,  assuming  as  extraction  ratio  of  70  per  cent.  b.  Jan-Oct  at  annual  rate. 

For  the  purpose  of  this  table  production  relates  to  the  crop  year  c.  Jan-Sept  at  annual  rate. 


96 


ECONOMIC  SURVEY  OF  ASIA  AND  THE  FAR  EAST,  1953 


Industrial  and  mineral  production 

Electricity:  Generation  of  electricity  in  Malaya 

in  1949  was  67  per  cent  above  the  1938  output 
of  428  million  kwh  because  of  the  fuller  utilization 
of  capacity.  By  1952  it  had  increased  further 
to  961  million  kwh.  Expansion  of  power  capacity 
is  an  important  part  of  the  development  pro¬ 
gramme  in  Malaya  and  British  Borneo,  and  large 
increases  have  already  been  made  in  the  last  few 
years.  A  new  power  station  in  Singapore  will  have  an 
ultimate  capacity  of  150,000  kw  by  1959,  as  compared 
with  the  existing  capacity  of  32,000  kw,  and  M$28 
million  had  been  spent  by  the  end  of  1952  out  of  a 
total  estimated  cost  of  M$90  million.  The  first  25,000 
kw  turbo-alternator  was  brought  into  operation  in 
December  1952,  and  the  second  was  completed  in  the 
second  half  of  1953.  In  the  Federation  of  Malaya  the 
Connaught  Bridge  Power  Station  started  operating  with 
a  capacity  of  40,000  kw  early  in  1953,  and  this  capacity 
will  be  doubled  when  the  station  is  completed. 

Lignite:  Production  of  lignite  in  Malaya,  which 
Ls  relatively  small  and  in  1950  was  still  12  per  cent  below 
pre-war,  fell  sharply  in  1951  and  1952,  as  labour  moved 
to  the  rubber  industry.  In  the  first  half  of  1953  output 
continued  at  the  same  rate  as  in  1952,  25  per  cent  lower 
than  in  1950.  The  coal  shortage  was  felt  in  a  number 
of  industries,  and  was  met  by  increased  use  of 
electricity  and  by  substantial  coal  imports.  Imports 
increased  from  95,000  tons  in  1950  to  180,000  tons  in 
1952  and  continued  at  that  rate  in  1953. 

Petroleum:  Production  of  crude  petroleum  from 
Brunei  in  1948  at  2.7  million  tons  was  almost 
four  times  as  high  as  pre-war  at  2.7  million  tons, 
and  doubled  again  between  1948  and  1952  as  a 
result  of  further  explorations  and  investments.  The 
industry  dominates  the  economy  of  Brunei,  and 
accounts  for  over  95  per  cent  of  the  value  of 
exports.  In  Sarawak  crude  petroleum  is  imported 
from  Brunei  and  exported  after  refining.  Local  produc¬ 
tion  is  small  and  declining.  In  recent  years  the  value 
of  crude  oil  imports  and  of  the  exports  of  refined 
petroleum  products  accounted  for  about  60  to  70  per 
cent  of  total  imports  and  exports  respectively.  The 
petroleum  industry  in  Brunei  and  Sarawak  has  given 
stability  to  these  two  territories  in  spite  of  the  Korean 
war  boom  and  slump.  Their  export  earnings  from 
crude  oil  and  petroleum  products  continued  to  increase 
in  1951  and  1952.^ 

1.  Brunei’s  export  earnintts  from  crude  petroleum  increased  from 

M$199  million  in  1950  to  H$2T1  million  in  1952,  and  Sarawak’s  ex¬ 
port  of  petroleum  and  products  (including  re-exports  of  Brunei 

petroleum  refined  in  Sarawak)  increased  from  M$227  million  in 

1950  to  M$307  million  in  1952. 


Iron  ore:  After  a  very  slow  recovery  in  early  post¬ 
war  years  output  of  iron  ore  reacted  sharply  to  the 
increase  in  demand  and  price  consequent  upon  the  Korean 
war  boom  and  upon  the  increase  in  Japanese  steel  produc¬ 
tion.  Output  of  iron  ore  in  the  first  ten  months  of 
1953  amounted  to  an  annual  rate  of  about  one  and  a 
quarter  million  tons,  about  80  per  cent  of  pre-war. 
Some  85  per  cent  of  production  is  sold  to  Japanese  firms 
which  are  interested  in  developing  further  their  supplies 
from  Malaya. 

Manufactures:  Demand  for  manufactured  goods 

increased  with  money  incomes.  In  Malaya  the 
building  boom  made  possible  the  establishment  in 
1952  of  a  cement  factory  with  a  capacity  of  100,000 
long  tons  per  annum  and  production  began  in 
1953.  Production  of  bricks  increased  by  21  per  cent 
between  1950  and  1952  but  fell  slightly  in  1953.  The 
first  cotton  mill  was  established  in  Singapore  towards 
the  end  of  1952,  with  10,000  spindles  and  capable  of 
producing  600  bales  of  cotton  yarn  per  month.  Pro¬ 
duction  of  canned  pineapples  increased  by  75  per  cent 
in  1950  and  again  by  44  per  cent  in  the  first  eight 
months  of  1953.  Rubber  manufactures  and  other  con¬ 
sumption  goods,  after  uniform  increases  through  1952, 
showed  divergent  movements  in  1953. 

Investment 

Under  the  impact  of  the  Korean  war  boom,  gross 
investment  in  Malaya  increased  substantially  (from 
M$3,426  million  in  1949  to  M$5,419  million  in  1950), 
though  not  as  rapidly  as  national  income.  Investment 
was  equally  slow  to  respond  to  the  fall  in  incomes  and 
in  fact  continued  to  expand  in  1952,  as  shown  by  an 
increase  in  imports  of  capital  goods  from  £53.4  million 
in  1951  to  £62.1  million  in  1952.  The  rate  of  imports 
of  capital  goods  was  lower  in  1953  than  in  1952,  but 
public  investment  was  still  increasing.* 

INFLATION,  DEFLATION  AND  BALANCE 
OF  PAYMENTS 

Inflation 

Because  of  its  unusual  dependence  on  exports  and 
because  of  the  price  instability  displayed  by  its  major 
export  commodities,  the  economy  of  Malaya  has  been 
exposed  to  sharper  fluctuations  than  any  other  in  the 
region.  Thus,  the  money  value  of  national  income 
rose  by  62  per  cent  between  1949  and  1950,  a  change 
of  exceptional  magnitude,  since  the  cost  of  living 
increased  hy  only  12  per  cent,  and  total  gross  exports — 
which  accounted  for  50  per  cent  of  gross  national  output 

2.  In  1951  and  1952.  the  development  was  hampered  by  shortages  of 
technical  personnel,  labour  and  material  but  in  1953,  these  bottle¬ 
necks  were  largely  eliminated. 
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in  1948  and  1949 — rose  to  over  70  per  cent  in  1950. 
Measures  taken  by  the  government,  notably  the  increase 
in  export  taxes,  proved  entirely  inadequate  to  deal  with 
such  violent  fluctuations  and  the  great  bulk  of  the 
increase  in  export  earnings  resulted  in  the  creation  of 
additional  purchasing  power. 

The  increase  in  money  income  was  spread  through¬ 
out  the  economy.  In  the  boom  period,  smallholders’ 
rubber  production  was  almost  as  large  as  that  of  the 
estates,  and  the  estates  themselves  had  to  share  their 
increased  earnings  with  their  labour  force.  Early  in 
1951,  workers  on  rubber  plantations  obtained  a  special 
“prosperity  allowance”  linked  to  the  price  of  rubber,  in 
addition  to  the  basic  wage  and  cost  of  living  allowance. 
These  various  benefits  helped  to  raise  the  wage  index 
of  workers  on  rubber  plantations  which  rose  to  a  peak 
of  264  (Jan.  1947  =  100)  in  the  second  quarter  of  1951. 
With  prices  of  rubber  falling  in  the  second  half  of  the 
year,  the  index  fell  to  209  in  the  fourth  quarter. 

Benefits  from  tin  production  were  equally  widelv 
distributed.  A  number  of  small  new  undertakings  were 
started  and  shared  in  the  profits  of  the  trade.  The 
owners  of  large  mines  granted  wage  increases  which 
brought  the  wage  index  for  unskilled  mine  workers  to 
214  (Jan.  1947=100)  in  March  1951. 

The  increase  in  private  expenditure,  though  not  so 
rapid  as  that  in  money  income,  drove  up  the  cost  of 
living,  compelling  wage  increases  for  government 
employees  and  workers  in  domestic  industries.  These 
increases  w'ere  not  obtained  without  friction,  but  in  view 


of  the  level  of  profits,  employers  preferred  to  grant 
labour  its  demands  rather  than  face  the  threat  of  strikes. 

In  view  of  the  expansion  in  business  activity  and 
money  incomes,  the  45  per  cent  increase  in  bank  credit 
in  1950,  and  the  15  per  cent  increase  in  1951,  do  not 
appear  to  have  been  active  contributory  factors  to  infla¬ 
tion.  Considerable  stockbuilding,  nevertheless,  took 
place  and  the  expectation  of  continued  prosperity  led  to 
substantial  overstocking  of  textiles  at  the  beginning  of 
1952.  As  a  result,  the  volume  of  imports  of  cotton  tex¬ 
tiles  which  had  shown  a  most  spectacular  rise  between 
1949  and  1951  declined  by  40  per  cent  between  1951  and 
1952. 


Chart  28 
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TABLE  42 

MALAYA:  INDICATORS  OF  INFLATION 


1949  to  1950 

1 

1950  to  1951 

1951  to  1952 

1952  to  1953“ 

Private  incomes  (Million  MS) 

A.  Changes  in  value  of  net  exports  of  tin  and  | 
rubber  .  i 

1,399.8 

964.7 

—1,355.2 

1 

—523.7 

B.  Changes  in  export  duty  on  rubber  and  tin^  . .  { 

74.9 

148.9 

—  110.0 

—  66.7 

C.  Changes  in  private  incomes  due  directly  to  j 
domestic  exports  of  tin  and  rubber  (A-B)  . . 

1,324.9 

815.8 

—1,245.2  j 

—457.0 

Banking  and  finance  (Million  MS)  i 

D.  Change  in  currency  in  circulation‘s  . 

215.1 

130.6 

22.7  1 

—  46.7'' 

E.  Change  in  total  of  loans,  advances  and  bills 
discounted  of  commercial  banks's  . 

165.5 

81.9 

—  149.3  1 

—  10.6'! 

Index  numbers  of  wages  and  prices 
(previous  year=l(X)) 

F.  Domestic  servants . 

103.7 

i 

i 

112.2  1 

110.5 

105.3 

G.  Lowest  paid  government  workers  in  Singapore^ 

154.3 

117.6  I 

H.  Unit  value  of  imports . 

li4.1 

125.6 

89.4 

I.  Cost  of  living  of  Malay  labourers 

Total . 

111.2 

124.8 

j  101.5 

97.1 

Rice  and  rice  equivalent  . 

99.0 

107.2 

1  105.8 

i 

107.0 

SouTcea:  Department  of  Statistics,  Malaya  and  Department  of  Labour,  c.  Dec-Dec. 

Singapore.  d.  Dec  1952 — Sept  1953. 

e.  Inclusive  of  allowances. 

a.  Jan-Sept  at  annual  rate.  Index  numbers  Jan-Sept  average. 

b.  Excluding  replanting  and  research  cesses  which  in  any  case  revert 
back  to  the  industry. 
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The  increase  in  earnings  from  exports  was  so  rapid 
and  spectacular  that  there  was  little  that  the  government 
was  able  to  do  to  prevent  the  increase  in  income  from 
prouucing  inflationary  conditions.  Export  duties  on  tin 
and  rubber  were  increased  in  1951,  but,  taking  together 
the  years  1950  and  1951,  they  siphoned  off  less  than 
10  per  cent  of  the  increased  earnings.  Corporation 
income  taxes  were  raised  both  in  Singapore  and  in  the 
Federation  of  Malaya — in  Singapore  from  20  to  30  per 
cent — but  only  a  drastic  excess  profits  tax  would  have 
been  effective  under  the  circumstances. 

In  order  to  absorb  purchasing  power  the  govern¬ 
ment  abolished  most  of  the  remaining  import  controls 
of  goods  from  the  sterling  area  and  substantially  relaxed 
restrictions  on  hard  currency  imports:  thus  import 
licences  issued  for  hard  currency  imports  increased  from 
M$92  million  in  1949  to  M$478  million  in  1951.  The 
substantial  budgetary  surplus  which  developed  during  the 
boom  was  an  anti-inflationary  factor  of  some  significance; 
nevertheless,  price  controls  and  rationing  had  to  be  con¬ 
tinued  and  private  consumer  cooperatives  were  fostered 
to  avoid  excessive  profit  taking  at  the  retail  level. 
Owing,  however,  both  to  the  volume  of  purchasing  power 
and  to  increases  in  foreign  prices,  the  price  level  shifted 
markedly  upward  even  for  controlled  or  rationed  goods. 

Deflation 

The  fall  in  export  prices  after  the  middle  of  1951 
was  a  major  deflationary  factor  in  Malaya  and  North 
Borneo,  while  Brunei  and  Sarawak  were  not  much 
affected  because  of  the  importance  of  the  oil  industry 
and  the  stability  of  oil  prices.  In  Malaya  the  unit  value 
of  export  in  1952  was  27  per  cent  below  the  1951  level 
and  the  quantum  of  exports  also  fell  by  15  per  cent. 
The  decline  in  private  income  was,  however,  cushioned 
to  some  extent  by  falling  export  duties,  which  were 
on  a  sliding  scale.  Just  as  in  the  boom,  wages  in 
the  rubber  industry  had  risen  with  a  time  lag,  so  in 
the  decline  they  also  fell  with  a  time  lag,  parUy  because 
the  “prosperity  allowance'*  was  based  on  the  average 
price  of  rubber  in  the  previous  quarter  and  partly 
because  some  of  the  unions  succeeded  in  resisting  down¬ 
ward  adjustments.  Wages  in  the  tin  industry  also 
declined  in  1952  and  1953,  but  in  other  sectors  of  the 
economy  they  hardly  fell  since  the  cost  of  living  con¬ 
tinued  to  increase,  although  slowly,  through  1952,  and 
began  to  decline  only  in  1953.  Because  expenditure 
lagged  behind  income  and  also  partly  because  the  down¬ 
ward  rigidity  of  wages  resulted  in  a  greater  reduction 
in  profits  than  in  wages,  private  expenditure  did  not  in 
1952  and  1953  fall  as  rapidly  as  money  incomes  and 
the  cash  balances  accumulated  during  the  boom  were 
spent  during  the  period  of  price  decline.^ 

1.  The  excess  of  private  expenditure  over  private  incomes  is  indicated 
by  the  fact  that  in  1952  the  s:overnment’s  budget  surplus  was  much 
larKer  than  the  surplus  in  the  balance  of  payments  while  in  1953 
the  budeet  deficit  was  much  smaller  than  the  balance  of  payments 
deficit. 


With  the  fall  in  incomes  and  prices,  many  of  the 
anti-inflationary  measures  of  the  government  were 
relaxed;  restrictions  on  building  construction  and  control 
over  materials  were  loosened  in  Malaya,  and  licences  for 
hard  currency  imports  were  restricted  as  more  goods 
became  available  from  the  Sterling  area. 

Balance  of  payments 

The  balance  of  payments  of  Malaya  was  completely 
dominated  by  the  export  fluctuations.  The  unit  value 
of  exports  on  the  basis  of  1948  =  100  rose  from  98  in 
1949  to  258  in  1951,  and  the  quantum  of  exports 
increased  by  37  per  cent  during  the  same  period.  The 
quantity  of  imports,  on  the  other  hand,  increased  by  81 
per  cent  between  1949  and  1951,  and  while  there  was  a 
rise  in  import  prices  it  was  extremely  modest  by  com¬ 
parison  with  exports.  As  a  result,  during  the  period 
between  July  1950  and  June  1951,  which  marks  the 
peak  of  the  boom,  the  export  surplus  reached  nearly 
M$2,000  million,  and  despite  a  rise  in  dividend  and 
profit  transfers  (which  took  place  mostly  in  1951)  there 
were  a  large-scale  balance  of  payments  surplus  and  accu¬ 
mulation  of  foreign  exchange  holdings.  In  the  recession, 
on  the  other  hand,  imports  fell  far  less  than  exports, 
and  the  large  trade  surplus  of  1951  turned  into  a  small 
deficit  in  1952,  which  grew  larger  in  1953.  The  sharp 
fall  in  profit  transfers  may  account  for  the  surplus  on 
invisible  transactions  in  1952. 

Chart  29 

MALAYA:  INDEX  NUMBERS  OF  EXTERNAL 


19^  1949  1900  t90l 

Since  rubber  accounts  for  a  large  proportion  of 
the  value  of  exports  from  North  Borneo,  it  is  net 
surprising  that  the  trade  of  that  territory  displayed 
movements  strictly  parallel  to  those  of  Malaya.  In 
Brunei  and  Sarawak,  on  the  other  hand,  the  expansion 
of  the  oil  industry  resulted  in  continued  export  surpluses, 
which,  however,  were  declining  sharply  in  1952  in  the 
case  of  Sarawak. 
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Chart  30 


BRITISH  BORNEO  VALUE  OF  EXPORTS  AND  IMPOSTS 

*,1 _ _  , - 


a.  Jon-AuK  at  annual  rate. 

The  balance  of  payments  surplus  of  1950  and  1951 
increased  substantially  the  level  of  foreign  exchange 
reserves  in  Malaya.  As  Malaya  has  no  central  bank  but 
utilizes  a  rigid  exchange  standard  where  currency  varies 
directly  with  foreign  reserves,  the  increase  in  the  note 
issue  by  Mb368  million  between  December  1949  and 
December  1952'  reflects  increased  sterling  holdings  of 
the  Currency  Board.  Foreign  investment  (mainly 
sterling  securities)  of  the  Federal  Government  of  .Malaya 
and  the  Singapore  government  increased  from  MS19 
million  at  the  end  of  1949  to  MS387  million  at  the  end 
of  1952.  As  there  is  practically  no  exchange  control 
over  transactions  within  the  sterling  area,  additional 
portions  of  the  foreign  exchange  accruals  on  private 
account  were  also  held  by  commercial  banks  on  private 
account. 

Under  the  100  per  cent  foreign  exchange  standard, 
budgetary  deficits  are  limited  by  the  extent  of  previously 
accumulated  surpluses  on  government  account,  and 

1.  The  bulk  of  this  increase,  M$310  million,  took  place  in  the  12- 

months  from  July  1950  to  June  1951. 


changes  in  foreign  exchange  holdings  will  tend  to  reflect 
earning  and  consumption  levels  in  the  private  sector, 
rather  than  government  expenditure  on  economic  develop¬ 
ment.  This  system  also  explains  why  the  rise  in  security 
expenditure  is  forcing  the  Government  of  Malaya  to 
depend  on  external  assistance  to  finance  part  of  the 
development  programme  while  it  has  a  100  per  cent 
foreign  exchange  backing  for  its  currency. 

PUBLIC  FINANCE 

As  with  the  balance  of  pajments,  government 
re\enue  increased  in  the  boom  far  more  rapidly  than 
expenditure.  Budgetary  deficits  were  therefore  reduced 
or  eliminated  and  surpluses,  where  they  existed  before 
the  Korean  war  as  in  the  Federation  of  Malaya, 
Singapore  and  Brunei,  increased  substantially  in  1951 
and  1952.  The  recession  caused  a  decline  in  revenue, 
though  with  a  considerable  time  lag  for  income  taxes, 
while  expenditure  continued  to  increase,  and  budgetary 
deficits  arose  in  all  territories  except  Brunei  in  1953. 

Revenue  had  increased  in  1950  and  1951,  owing 
mainly  to  the  expansion  of  business  activity  and  to  an 
increase  in  tax  rates.  Sliding  scale  export  duties  on 
rubber  and  tin  were  introduced  in  the  Federation  of 
Malaya,  and  income  tax  rates  were  raised  both  in  the 
Federation  of  Malaya  and  Singapore,  while  import  duties 
were  also  increased  on  a  number  of  luxury  consump¬ 
tion  items.  Income  tax,  as  well  as  additional  customs 
duties,  were  imposed  in  the  territories  of  British  Borneo 
in  1949  and  1950.  In  1952  and  1953,  the  revenue  from 
foreign  trade  taxes  fell  off  rapidly,  while  income  tax 
payments  remained  at  a  high  level,  for  they  lag  behind 
the  earning  of  income;  the  proceeds  from  indirect  taxa¬ 
tion  were  sustained  to  some  extent  by  the  fact  that 
expenditure  did  not  decline  as  much  as  income. 


TABLE  43 

MALAYA:  BALANCE  OF  PAYMENTS 


Million  M$ 


1949 

1950 

1951 

1952 

Exports  . 

1.678 

4.015 

6,076 

3,918 

Imports  . 

1,839 

2,916 

4,756 

3,873 

Trade  balance . 

—161 

1,099 

1,320 

45 

Non- trade  receipts  (net) . 

172 

—214 

86 

Balance  on  current  account . 

11 

1,056 

32 

1 _ 

Sources:  Consultative  Committee  on  Economic  Development  in  5out/i 
and  South-Last  Asia,  Report. 
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TABLE  44 

FEDERATION  OF  MALAYA:  GOVERNMENT  REVENUE  AND  EXPENDITURE 


Million  M$ 


1949 

1950  i 

1 

1951 

1952 

1953 

Type  oi  account  . 

— 

mm 

PA 

Revenue  . 

540.7“ 

Expenditure  . 

.  347.3 

608.5“ 

Balance  . 

.  —2.2 

i  103.4 

—67.6“ 

Sourcea:  United  Nations  Fiscal  Division  and  Statistical  Department 
of  the  Federation  of  Malaya. 

GENERAL  NOTE; 

Expenditure  excludes  contributions  to  State  Governments  and  re¬ 
venue  includes  contributions  of  sinking  funds  and  other  reserves; 
the  figures,  therefore,  are  not  comparable  with  the  special  tables 


E  and  F  in  “Asian  Economic  Statistics’*  at  the  end  of  this  volume, 
which  represent  a  reclassification  of  budget  figures  by  the  United 
Nations  Fiscal  Division. 

A  =  actuals,  PA  =  provisional  actuals,  E  =  estimates,  DE  =  draft 
estimates,  RE  =  revised  estimates. 

a.  Jan-Jun  at  annual  rate. 


The  Federation  of  Malaya  which  depends  heavily 
on  export  duties,  saw  the  greatest  decline  in  revenue, 
while  Singapore  where  income  tax  provides  the  main 
source  of  revenue,  experienced  no  decline,  and  Sarawak 
where  the  income  tax  on  companies  was  raised  in  1952 
from  20  to  30  per  cent,  saw  a  continued  expansion  in 
its  revenue.  In  Brunei,  where  royalties  from  oil 
extraction  had  accounted  for  as  much  as  64  per  cent 
of  total  revenue  in  1949,  an  income  tax  which  falls 
essentially  on  the  oil  companies  was  introduced  in  1950, 
and  contributed  over  55  per  cent  to  total  revenue  in 
1951  and  1952. 

While  expendiure  was  slower  to  respond  to  the 
impact  of  the  boom,  it  continued  to  increase  after  the 
boom  was  over  as  government  employees  retained  their 
salary  increases  and  the  development  programme 
gathered  momentum;  investment  expenditure  in  1952 
and  1953  in  all  the  territories  were  more  than  double 
the  1949  level;  in  fact  in  Singapore  it  was  over  four 
times  and  in  Sarawak  over  six  times  that  level.  With 
the  price  declines  that  occurred  in  1953  it  proved 
possible  to  effect  substantial  economies  on  some  of  the 
development  projects  which  should  enable  governments 
to  finance  additional  projects  later  on.  In  the  Federation 
of  Malaya,  a  sharp  increase  took  place  in  expenditure 
connected  with  defence  and  security.  These  expenditures 


rose  in  1952  and  1953  to  almost  25  per  cent  of  the 
total  following  he  intensification  of  measures  to  control 
the  emergency. 

CONCLUSION 

Malaya  provides  an  extreme  example  of  the 
instability  of  raw  material  exporting  countries.  The 
flexible  apparatus  of  sliding  scale  export  duties,  while 
it  was  put  in  force  loo  late  to  affect  materially  the 
internal  repercussions  of  the  Korean  war  boom,  has  been 
retained  and  would  no  doubt  increase  the  resistance  of 
the  economy  to  shocks  arising  from  variations  in  foreign 
demand.  However,  it  hardly  provides  the  Federation 
with  the  firm  revenue  foundation  needed  for  economic 
development;  and  some  stability  in  revenue  is  of  parti¬ 
cular  importance  in  the  territories  in  view  of  the  nature 
of  the  currency  system  and  the  limited  opportunity  for 
internal  borrowing  by  the  go\  eminent. 

The  two  great  requirements  of  the  Federation 
appear  to  be  diversification  of  the  economy  and  the 
improvement  of  the  competitive  position  of  the  export 
industries.  Replanting  with  higher  yielding  strains  is 
a  useful  step  towards  raising  the  productivity  of  the 
rubber  industry,  but  the  growth  of  a  more  varied  produc¬ 
tion  and  export  structure  is  bound  to  be  slow,  and  little 
progress  is  apparent  at  present. 


Chapter  15 
NEPAL 


The  economy  of  Nepal  is  primarily  agricultural. 
Forests,  occupying  three  quarters  of  the  area,  provide 
an  important  source  of  re\enue  and  exports;  rice,  jute, 
and  oil  seeds  are  also  exported  in  exchange  for  consumer 
goods,  chiefly  from  India.  Modern  industries  are 
extremely  limited,  and  modern  means  of  transport 
inadequate.  The  government  has  recently  appointed  an 
Economic  Development  Committee  which  has  prepared 
a  draft  development  plan,  but  limitation  of  resources, 
despite  assistance  from  India  and  the  United  States, 
severely  restricts  the  scope  of  action. 

AGRICULTURE 

The  country,  with  3.6  million  acres  under  paddy, 
is  self-sufficient  in  food,  and  exports  a  part  of  it  to 
India.  But  population  growth  will  demand  an  increase 
in  food  production.  The  Five  Year  Village  Development 
Programme,  akin  to  the  Community  Development  Pro¬ 
ject  in  India,  is  expected  to  yield  an  increase  of 
10  per  cent  in  rice  production,  20  per  cent  in 
wheat,  20  per  cent  in  maize  and  100  per  cent  in 
potatoes.'  Irrigation  is  being  extended  to  bring  more 
land  into  cultivation.  Two  small  canals  each  irrigating 
2.500  acres  are  under  construction.  United  .States  Aid 
will  assist  in  the  completion  in  1954  of  10  major  tube- 
wells,  one  flow'  irrigation  project  in  Central  Terai.  and 
river  irrigation  in  four  localities,  which  are  expected  to 
irrigate  altogether  16,000  acres  of  land.  For  these  and 
other  irrigation  projects,  the  Government  of  India  is 
providing  a  five-year  grant  of  Rs.  5  million-  beginning 
1951/52.  An  expert  from  the  Food  and  Agriculture 
Organization  is  making  a  survey  of  the  water  resources 
of  the  country. 

Dairy  farming  is  being  dc\eloi)cd  with  the  help  of 
a  Swiss  expert.  In  Kathmandu  itself  a  central  livestock 
development  farm  has  been  opened,  with  Sindhi  cows 
and  bulls  from  Pakistan  to  iinprove  local  breeds. 

Almost  all  the  forest  lands  arc  State  property  and 
forest  management  is  a  State  enterprise.  Income  from 


1.  The  project,  undertaken  with  United  States  Aid  and  costing  Rs.  12 
million,  provides  for  the  establishment  of  two  training  centres,  one 
rt  Kathmandu  for  the  hill  area  and  the  other  at  Parkauli  for  the 
Terai  areas  where  village  leaders  in  groups  of  fifty  are  trained  for 
a  period  of  six  months  in  agricultural  methods  and  techniques.  In 
1052/53,  100  boys  were  trained  and  80  of  them  posted  at  5  develop* 
ment  centres  serving  37  villages  in  all. 

2.  Unless  otherwise  specified,  all  rupee  figuix's  arc  given  in  Indian 
rupees. 


ihc  sale  of  forest  products  was  e.xpcctcd  to  yield  Rs.  3.2 
million  in  revenue  during  1952,  53. 

Under  the  newly  organized  fishery  section  of  the 
Department  of  Agriculture,  all  available  ponds  and  tanks 
in  Kathmandu  have  been  stocked  with  fish  imported 
from  Bihar,  as  an  experimental  measure. 

INDUSTRY  AND  TRANSPORT 

-Apart  from  the  few  handicrafts  which  constitute  a 
secondary  source  of  income,  the  country  has  only  one 
jute  mill,  with  a  second  one  under  construction,  a  cotton 
textile  mill,  a  sugar  factory,  a  ply-wood  and  bobbin 
factory,  and  several  rice,  flour  and  oil  mills — all  at 
Birantnagar  near  the  Indian  province  of  Bihar  at  the 
southern  border — and  a  cigarette  factory  and  a  match 
factory  at  Birganj.  These  enterprises  are  privately 
owned  and  the  government  is  using  its  limited  resources 
for  the  development  of  transport  and  power.  A  1,500 
KW  diesel  plant  is  being  set  up  temporarily  to  supply 
electricity  to  Kathmandu. 

The  chief  problem  in  Nepal  is  the  shortage  of 
transport  both  within  the  country  and  with  the  neigh¬ 
bouring  countries.  Roads  carry  the  bulk  of  the  traffic, 
although  there  is  a  small  railway  and  a  newly  started 
air  service.  The  government  has  given  out  leases  to 
private  undertakings  to  construct  roads  in  exchange  for 
the  priv  ilege  of  collecting  road  tolls.  These  private  toll 
roads  cover  about  200  miles. 

In  order  to  facilitate  trade  between  Central  Nepal 
and  India,  construction  of  79  miles  of  motor  road 
between  Kathmandu  and  Bhaise  was  started  in  September 
1952  with  the  help  of  the  Government  of  India;  at  the 
end  of  1953  a  track  suitable  for  jeeps  had  been  com¬ 
pleted.  Routes  for  nearly  900  miles  of  motor  road  have 
been  surveyed,  also  with  the  help  of  Indian  engineers. 

A  50-mile  metre-gauge  railway  line  connects  Nepal 
with  Raxual  in  Bihar,  the  Indian  railhead  to  Nepal.  It 
is  owned  and  operated  by  the  government. 

In  the  mountainous  northern  part  of  the  country, 
transport  by  air  appears  to  be  the  only  efficient  means 
and  has  been  given  a  high  priority  by  the  government. 
Since  1952/53  five  important  districts  have  been  linked 
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by  air  services.  Air  Nepal  Ltd.,  a  semi-government 
concern,  has  been  incorporated  to  run  the  internal  and 
external  air  lines  of  Nepal. 

EXTERNAL  TRADE 

Nepal’s  trade  is  conducted  largely  with  India,  and 
to  a  small  extent  with  other  countries  through  India. 

Exports  are  agricultural  and  forest  produce,  includ¬ 
ing  food  grains  (especially  rice) ,  oil  seeds,  ghee,  raw 
jute,  hessian  cloth,  etc.  The  imports  are  mainly  con¬ 
sumer  goods,  such  as  cotton  textiles,  sugar,  salt,  petrol 
and  kerosene,  matches  and  metals,  and  include  only 
small  amounts  of  capital  goods. 

For  the  nine-month  period  ending  31  December 
1952,  when  the  value  of  trade  between  Nepal  and  India 
was  published  for  the  first  time,  Nepal,  with  a  total 
export  value  of  Nep.  Rs.  58.6  million  and  a  total 
import  value  of  Nep.  Rs.  32.2  million,  had  an  export 
surplus  of  Nep.  Rs.  26.4  million.^  This  was  mainly  due 
to  substantial  increases  in  the  exports  of  food  grains 
and  oil  seeds.* 

In  1953  the  rate  of  exchange  with  the  Indian  rupee, 
which  was  already  low,  fell  further  from  Nep.  Rs.  149 
for  Ind.  Rs.  100  in  February  1953  to  Nep.  Rs.  156  in 
April  and  Nep  Rs.  162  in  June.  Indian  money,  it  may 
be  noted,  circulates  in  the  country  as  freely  as  Nepal’s 
own  currency.  The  Government  of  Nepal  has  decided 
to  set  up  a  central  bank,  which  is  to  stabilize  the  rate 
of  exchange  between  the  two  countries. 


TABLE  45 

NEPAL:  GOVERNMENT  BUDGET" 

Million  Indian  Rs. 


Expenditure 

Revenue 

Balance 

1950/51  . 

24.7 

28.1 

3.4 

1951/52  . 

52.5 

29.5 

—23.0 

1952/53  . 

i 

51.0 

39.1 

—11.9 

Source;  United  Nations  Fiscal  Division. 

a.  Revenue  excludes  Rs.  1  million  annual  erant  from  the  Government 
of  India  for  five  years  beginning  1951/62.  Figures  shown  are 
budget  estimates. 

PUBLIC  FINANCE  AND  DEVELOPMENT 
EXPENDITURE 

The  traditional  tax  system  consisted  primarily  of 
the  land  tax  and  customs  duties.  In  the  fiscal  year 
1950/51,  which  was  the  last  year  of  the  rule  of  the 
Ranas,  land  tax  accounted  for  one  half  of  total  revenue. 

1.  Huainese  OiDeat  of  India,  April,  1963,  p.  51. 

2.  The  total  export  from  Nepal,  Tibet,  Sikkim  and  Bhutan  to  India, 
in  terms  of  thousand  maund  (1  maund=82  2/7  Ib.),  was  as  fol¬ 
lows 

Apr-Dee  1961  Apr-Dee  1952 

Food  grains .  206  716 

Oil  seeds  .  92  220 

Sources  Indian  Trade  Journal,  26  September  1953,  p.  1113. 


The  first  budget  after  the  change  of  rule  was 
prepared  in  1951  for  the  fiscal  year  1951/52;  and  a 
second  one  in  1952  for  the  year  1952/53.  Information 
on  the  third  budget  which  would  have  been  presented 
this  year  is  not  available. 

The  more  drastic  change  since  the  period  of  the 
Ranas  was  the  increase  in  public  expenditure.s,  which 
more  than  doubled  in  1951/52.  The  new  government 
expanded  its  administration  and  increased  its  activities 
in  the  social  and  economic  fields.  Salaries  of  the  civil 
services  were  increased,  and  food  subsidies  were 
instituted.  The  outlay  on  public  works  and  public 
undertakings  was  expanded  considerably.  There  was 
also  an  increase  in  defence  expenditure. 

Development  outlays 

In  the  two  years  1951/52  and  1952/53,  Rs.  4.9 
million,  out  of  the  aggregate  development  expenditure 
of  Rs.  21.7  million,  were  met  from  the  revenue  budget, 
the  balance  being  financed  mainly  through  external 
assistance. 

For  1953/54,  the  Government  of  Nepal  has  proposed 
to  appropriate  Rs.  2  million,  out  of  a  total  development 
expenditure  of  Rs.  4.7  million,  from  its  own  budgetary 
revenue,  while  the  other  Rs.  2.7  million  are  expected 
to  be  provided  by  external  assistance. 

In  all,  over  the  three  fiscal  years  1951^52  to 
1953/54,  external  assistance  from  India  and  the  United 
States  is  expected  to  contribute  three  quarters  of  the 
total  development  expenditure,  the  other  quarter  being 
financed  from  Nepal’s  own  resources. 


TABLE  46 

NEPAL:  DEVELOPMENT  EXPENDITURE, 
1951/52  TO  1953/54 


Amount 
('000  Indian 
Rs.) 

Per  cent 

Transport  and  communications 

10,973 

41.5 

Road  construction  . 

9,133 

34.5 

Airiields  . 

1,000 

3.8 

Agriculture  . 

5,800 

21.9 

Irrigation  . 

3,449 

13.0 

Diesel  lift  pump  . 

357 

1.4 

Village  development 

1,162 

4.4 

Farmers'  supply  service  . . 

452 

1.7 

Power . 

2,000 

7.6 

Public  health  . 

1,696 

6.4 

Aerial  survey . 

5,000 

18.9 

Other . 

969 

3.7 

Total . 

26,438 

100.0 

Financed  by: 

Nepal . 

6,917 

26.2 

India . 

16,100 

60.9 

USA  . 

3,421 

12.9 

Source:  Consultative  Committee  on  Economic  Development  in  South 
and  South-East  Asia. 


Chapter  16. 

PAKISTAN 


INTRODUCTION 

During  1952  Pakistan  shared  the  difficulties  of  most 
raw  material  exporting  countries  arising  from  a  sharp 
decline  in  the  export  prices  of  the  main  export  crops, 
cotton  and  jute;  at  the  same  time  a  fall  in  food  produc¬ 
tion  created  internal  stresses  and  substantially  increased 
import  requirements.  Price  support  schemes  were 
introduced  for  cotton  and  jute  and  the  government 
made  large  development  expenditures.  There  was  a 
budget  deficit,  and  domestic  incomes  remained  high 
even  though  export  earnings  were  falling  sharply.  There 
was  a  large  deficit  in  the  current  balance  of  payments. 

In  the  first  half  of  1953  severe  import  restrictions 
restored  equilibrium  in  foreign  payments,  and  help 
received  from  the  United  States,  Canada  and  Australia 
in  wheat  gifts  and  loans  towards  the  end  of  1950  has 
contributed  to  the  relief  of  pressure  on  both  the  balance 
of  payments  and  the  budgetary  position. 

However,  the  equilibrium  has  been  purchased  at 
the  expense  of  some  price  rises  at  home  and  an  increase 
in  inflationary  pressure  which  the  government  is  now 
trying  to  hold  in  check  by  a  system  of  price  controls 
and  rationing.  Meanw'hile,  the  government  is  curtail¬ 
ing  its  current  expenditure,  but  is  still  incurring  a  sub¬ 
stantial  deficit  in  the  interest  of  development. 

In  this  situation  too  great  a  rise  in  private  invest¬ 
ment  might  have  added  dangerously  to  the  inflationary 
perssure,  but  so  far  no  large  expansion  in  private 
investment  has  occurred,  in  spite  of  the  steps  taken  by 


the  government  to  encourage  it.  Meanwhile,  public 
and  publicly  sponsored  investment  has  resulted  in  sub¬ 
stantial  increases  in  industrial  capacity  from  the  very 
low  level  existing  at  the  time  of  partition,  and  has 
allowed  the  application  of  a  rigid  system  of  priorities, 
with  which  import  policies  have  been  co-ordinated. 

PRODUCTION  AND  EXPORTS 
Food  production  and  policies 

Food  production  reached  the  highest  level  since 
partition,  in  194.9,  when,  not  only  was  the  food  deficit 
of  East  Pakistan  covered,  but  a  total  of  200,000  tons 
of  wheat  and  196,000  tons  of  milled  rice  and  other 
food  grains  were  exported  from  West  Pakistan.  The 
position  remained  more  or  less  the  same  in  1950,  but 
deteriorated  in  1951  when  the  failure  of  monsoons  that 
summer  resulted  in  a  poor  autumn  harvest  for  rice  and 
millets.  Low  water  levels  in  the  rivers  and  canals  and 
continued  drought  conditions  caused  a  drastic  fall  of 
almost  1  million  tons  in  the  spring  crop  of  1952.  Prices 
began  to  rise  early  in  1952  and  the  government  had  to 
impose  control  on  the  prices,  movement  and  distribution 
of  food  grains.  Efforts  were  made  to  mobilize  internal 
resources  by  raising  the  price  paid  by  the  government 
to  the  farmers  to  Rs.  9  per  maund  of  wheat  as  against 
Rs.  7/8/-  per  maund  in  the  previous  year.  An  earlv 
delivery  premium  of  annas  8  per  maund  was  also  offered. 
The  total  procurement,  however,  amounted  to  only 
160,000  tons  as  against  a  target  of  250,000  tons.  The 
autumn  crop  of  1952  which,  it  had  been  hoped,  would 


TABLE  47 

PAKISTAN:  FOOD  PRODUCTION 


Thousand  tons 
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make  up  the  deficiency  in  food  supply,  also  fell  below 
expectation  owing  to  monsoon  failure  and  locust  invasion. 
The  deficiency  in  the  1952  crops  had  to  he  met  by 
imports  which  amounted  to  800,000  tons  of  wheat  up  to 
the  end  of  February  1953. 

According  to  available  estimates,  the  wheat  harvest 
in  the  spring  of  1953  was  about  20  per  cent  less  than 
the  low  1952  level.  The  total  deficit  in  wheat  during 
1953  has  been  estimated  at  1.25  million  tons,  and  the 
government  has  arranged  to  secure  either  by  gift  or 
purchase  a  total  of  1.5  million  tons,  of  which  250,000 
tons  are  to  be  kept  as  a  reserve.  The  United  States 
have  offered  1  million  tons  of  wheat — 700,000  tons  as 
a  gift  and  300,000  tons  presumably  as  a  long  term 
loan,  although  the  means  of  financing  have  yet  to  be 
agreed  on.  Nearly  159,000  tons  are  being  given  by 
Canada  and  Australia  under  the  Colombo  Plan.  Counter¬ 
part  funds  from  wheat  sales  will  be  reserved  for  economic 
development.  Pakistan  has  also  taken  steps  to  obtain 
wheat  in  exchange  for  jute  under  barter  agreements, 
and  to  intensify  procurement  within  the  country  by 
increasing  procurement  prices  to  Rs.  12/18/-  per  maund. 

Considerable  efforts  are  being  made  to  raise  food 
production  through  increases  both  in  area  and  in  pro¬ 
ductivity.  While  the  area  sown  to  jute  has  been 
restricted  to  less  than  800,000  acres,  thus  releasing  over 
1  million  acres  for  rice  or  other  food  crops,  considerable 
tracts  of  land  are  being  reclaimed  or  cleared  in  Sind, 
West  Punjab  and  East  Bengal,  some  with  assistance 
from  the  Technical  Cooperation  Administration  (TCA). 
The  water  shortage  in  the  Punjab  is  being  alleviated  by 
the  construction  of  a  series  of  canals  and  tube  wells; 
some  of  the  latter  will  be  completed  by  the  end  of 
1953.  Higher  taxes  have  been  imposed  in  Sind  on 
areas  under  cotton  and  oil  seeds,  while  tax  rebates  are 
granted  for  sowing  land  to  grain. 

Efforts  to  increase  productivity  include  distribution 
of  TCA  fertilizers  at  a  heavily  subsidized  rate,  provision 
of  improved  seeds  and  encouragement  of  double  cropping. 

It  is  hoped  that  the  Village  Development  Programme, 
initiated  in  collaboration  with  TCA  and  the  Ford 
Foundation,  will  make  a  major  contribution  to  the 
improvement  of  agricultural  practices. 

Export  commodities 

Jute:  Jute  and  raw  cotton  together  account  for  nearly 
90  per  cent  of  export  earnings  to  which  they  contributed 
almost  equally  in  1952.  At  1,150,000  tons,  the  jute 
crop  of  1951  was  much  larger  than  in  previous  years 
and  over  300,000  tons  remained  unsold  at  the  end  of 
July  1952.  The  1952  crop  which  started  coming  into 
the  market  in  August-September  1952,  was  even  larger 
and  together  with  low  world  demand,  increased  produc¬ 
tion  in  India,  and  heavy  stocks  with  foreign  purchasers, 
brought  about  a  steep  fall  in  prices:  quotations  in 


August  1952  were  only  about  35  per  cent  of  the  January 
level;  and  the  prices  remained  low  for  the  rest  of  the 
season.  Thus,  though  the  total  quantity  exported  in 
fiscal  year  1952/53  (878,000  tons)  was  only  slightly 
lower  than  in  1951/52  (885,000  tons),  the  total  value 
was  lower  by  Rs.  410.6  million. 

Largely  owing  to  the  limitation  of  acreage  under 
jute,  production  in  1953  is  estimated  at  about  540,000 
tons  as  compared  to  1,238,000  tons  in  1952/53.  Since 
the  carry  over  from  the  previous  )  ear’s  crop  is  expected 
to  be  around  500,000  tons,  the  total  raw  jute  supply 
during  1953/54  can  be  placed  at  1,040,000  tons.  Out 
of  this,  India  will  take  up  to  a  maximum  of  about 
454,000  tons  under  the  Indo-Pakistan  Agreement  and 
Pakistan’s  own  requirements  would  be  about  90,000  tons. 
The  quantity  available  for  export  to  countries  other 
than  India  would  thus  be  only  about  500,000  tons  and 
this  might  not  be  sufiifient  to  meet  the  entire  demand. 
The  recent  rise  in  the  price  of  jute  appears  to  reflect 
this  change  in  supply  conditions. 

Chart  31 


PAKISTAN:  EXPORTS  OP  RAH*  JUTE  AND  RAW  COTTON 
'Mtne  (MONTHLY  AVEHASES ) 


Cotton:  While  the  increase  in  the  1952  cotton  crop 
had  been  by  no  means  as  spectacular  as  in  the  case 
of  jute,  cotton  prices  also  steadily  declined  from  Rs. 
124  per  maund  in  January  1952  to  a  low  of  Rs.  61 
in  February  1953.  As  a  result,  the  value  of  cotton 
exports  declined  from  Rs.  777.3  million  in  1951/52  to 
Rs.  720.5  million  in  1952/53  even  though  the  quantity 
exported  in  1952/53  was  54,000  tons  higher  than  in 
1951/52.  While  steps  have  been  taken  to  reduce  the 
acreage  under  cotton  in  1953,  internal  consumption  is 
expected  to  increase  considerably  during  the  year  as 
a  result  of  the  new  textile  mills  going  into  production. 

Since  the  carry  over  from  the  1952  crop  is  small. 
Pakistan’s  total  exportable  surplus  is  not  likely  to  exceed 
1,300,000  bales.  If  Pakistan  is  able  to  export  600,000 
bales  to  Japan,  it  will  be  left  with  700,000  bales  for 
export  to  other  countries. 

Industrial  production 

The  objectives  of  development  are  a  diversification 
of  the  economy  and  a  greater  degree  of  self-sufficiency. 
In  order  to  reduce  dependence  on  the  sale  of  raw  jute 
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Electricity:  Projects  are  under  construction  that  will 
increase  hydro-electric  power  capacity  from  7,600  kw. 
in  1947  to  62,000  kw.  and  plans  for  tliree  large  addi¬ 
tional  schemes  have  been  prepared.  Great  increases  in 
thermal  generating  capacity  are  also  under  way.  One 
of  the  main  purposes  of  these  power  schemes  is  to  extend 
the  irrigated  area  by  providing  power  for  thousands  of 
tube  wells. 

Cement:  Cement  production  in  1948  was  only  329,000 
tons.  This  was  much  below  the  domestic  requirements 
and  steps  were  taken  as  early  as  1949  to  step  up 
production  by  inducing  private  enterprise  to  enter  this 
field.  Production  rose  steadily,  increasing  from  421,000 
tons  in  1950  to  538,000  tons  in  1952.  Production 
during  the  first  half  of  1953  suggests  that  the  year’s 
ouput  may  reach  600,000  tons. 

Other  industries:  While  the  main  concentration  of 
development  has  been  on  the  two  industries  for  which 
Pakistan  has  substantial  raw  material  supplies,  other 
industries  have  been  developing  on  a  rather  smaller  scale. 

Initial  production  of  the  Karnafuli  paper  mill  was 
scheduled  to  start  by  the  middle  of  1953  and  full 
production  of  30,000  tons  per  annum  is  expected  to  be 
reached  by  the  middle  of  1954,  when  Pakistan  will  be 
largely  self-sufiicient  in  most  grades  of  paper. 

The  production  capacity  of  sugar  mills  has  risen 
from  51,000  tons  at  the  time  of  partition  to  an  estimated 
92,000  tons  in  the  middle  of  1953.  Actual  production 
rose  from  39,000  tons  in  1949  to  about  65,000  tons  in 
1952  and  figures  for  the  first  seven  months  of  1953 
(which  comprise  the  bulk  of  the  sugar  season)  amounted 
to  about  67,000  tons. 


and  raw  cotton,  first  priority  has  been  given  to  those 
industries  which  process  indigenous  raw  materials  either 
for  home  consumption  or  for  export.  Other  industries 
given  high  priority  include  heavy  engineering,  fertilizers, 
cement  and  electricity  supply,  which  constitute  the  basic 
elements  of  an  industrialization  programme.  Paper  and 
sugar  production  are  also  given  due  priority,  since  they 
have  been  costly  in  foreign  exchange. 

The  programme  of  industrialization  has  made  steady 
progress  in  spite  of  the  decline  in  price  of  primary 
products  and  the  consequent  balance  of  payments 
difficulties.  A  Planning  Board  has  been  appointed  to 
review  the  progress  made  since  partition  and  to  prepare 
a  5-year  development  plan  (to  run  from  April  1954). 
While  the  Planning  Board  will  concentrate  on  the  long 
run  objectives,  in  the  light  ^f  resources  available,  a 
consumer  goods  production  committee  has  been  set  up, 
entrusted  essentially  with  the  more  short  run  task  of 
speeding  up  the  completion  of  existing  projects  and 
bringing  industries  to  work  at  full  capacity. 

jute  textiles:  Raw  jute  is  one  of  the  two  major  exports 
of  Pakistan  and  first  priority  has  been  given  to  the 
manufacture  of  jute  textiles  for  export.  The  Six-Year 
Development  Plan  has  fixed  a  target  of  6,000  looms 
which  are  expected  to  be  in  full  production  by  the  end 
of  1955,  18  months  before  the  end  of  the  plan  period. 
The  Adamjee  group  of  mills  already  have  1,500  looms 
producing  50,000  tons  of  jute  manufactures  per  year, 
and  by  the  end  of  1953  this  rate  will  be  raised  to 
75,000  tons.  By  April  1954  it  is  expected  that  the  total 
number  of  looms  in  this  group  of  mills  will  be  raised 
to  3,000.  More  mills  are  at  present  in  process  of  con¬ 
struction  under  the  responsibility  of  the  Pakistan 
Industrial  Development  Corporation,  and  the  total 
capital  outlay  on  all  mills  is  estimated  at  Rs.  165 
million,  the  government  subscribing  Rs.  65  million. 

Cotton  textiles:  In  the  spinning  section,  the  number 
of  spindles  reached  a  total  of  630,000  at  the  end  of 
1952,  an  expansion  of  nearly  four  times  the  capacity 
at  the  time  of  partition.  Another  large  increase  is 
planned  to  take  place  in  1953  and  by  the  end  of  the 
year  there  are  expected  to  be  1,079,000  spindles.  Cotton 
consumption  rose  from  40  million  pounds  in  1950  to  73 
million  pounds  in  1952.  In  the  weaving  section,  the 
number  of  looms  was  doubled  between  1948  and  1952, 
at  the  end  of  which  year  the  total  stood  at  9,300.  Pro¬ 
duction  of  cloth  increased  from  88  million  yards  in 
1948  to  106  million  yards  in  1950  and  then  to  174 
million  yards  in  1952.  Central  and  provincial  govern¬ 
ments  have  taken  a  substantial  part  in  this  develop¬ 
ment  and  now  have  11  mills  under  construction  or  on 
order  in  which  a  total  of  275,000  spindles  will  be 
installed.  The  bulk  of  the  new  industry  is  located  near 
the  cotton  growing  districts  in  Punjab  and  Karachi. 


Production  of  crude  petroleum  has  registered 
considerable  increase  since  1948,  rising  from  58,000  ton-s 
to  179,000  tons  in  1952,  and  thus  making  a  substantial 
contribution  toward  domestic  consumption:  imports  of 
petroleum  products  of  all  kinds  amounted  to  some  200 
million  gallons  in  the  12  months  ending  in  June  1953. 
Exploration  and  prospecting  for  new  oil-fields  are 
continuing.  Drilling  operations  at  Sui,  in  Baluchistan, 
have  struck  a  field  of  natural  gas  which  is  likely  to  be 
of  considerable  economic  value. 

Surveys  and  studies  are  also  being  made  of 
iron  and  other  ore  resources  and  of  the  economics  of 
a  new  steel  plant.  Present  production  of  steel  ingots 
at  an  annual  rate  of  11,000  tons  (based  on  the  first  6 
months  of  1953),  while  more  than  double  the  1952  rate 
of  output,  covers  only  a  small  part  of  domestic  needs. 

EXTERNAL  TRADE  AND  PAYMENTS 

The  international  accounts  of  Pakistan  are  largely 
dependent  on  the  market  for  jute  and  cotton,  and  thus 
subject  to  sharp  fluctuations.  In  1950  the  balance  of 
payments  was  in  deficit;  then  the  Korean  war  boom 


brought  about  an  era  of  prosperity,  increased  incomes 
and  a  sizeable  surplus  in  balance  of  payments.  But 
it  was  followed  in  1952  with  an  equally  sharp  recession 
in  prices  and  export  earnings,  and  a  large  deficit.  In 
1953  the  picture  has  changed  again,  largely  because  of 
stringent  controls  on  the  import  of  consumer  goods  and 
somewhat  less  drastic  controls  on  the  import  of  capital 
goods. 

Chart  32 


PAKISTAN ;  VALUE  OF  IMPORTS  AND  EXPORTS 


The  total  foreign  trade  earnings,  which  in  1951 
were  Rs.  2,653  million,  fell  by  Rs.  981  million  to  Rs. 
1,672  million  in  1952.  Payments,  which  tend  to  reflect 
the  previous  year’s  income,  increased  from  Rs.  2,125 
million  in  1951  to  Rs.  2,476  million  in  1952.  The 
current  account  which  was  in  surplus  to  the  extent  of 
Rs.  528  million  in  1951,  thus  ran  into  deficit  to  the 
extent  of  Rs.  804  million  in  1952.  Gold  and  sterling 
reserves,  which  stood  at  Rs.  1,482  million  on  1  January 
1952,  were  thus  reduced  to  Rs.  606  million  in  the 
beginning  of  1953.  However,  as  a  result  of  a  strict 
import  policy  followed  since  the  middle  of  1952  and  of 
sharply  rising  quantities  of  cotton  exported  at  the  end 
of  1952  and  in  the  beginning  of  1953,  the  balance  of 
payments  position  has  become  less  acute.  In  the  third 
quarter  of  1952  the  deficit  was  Rs.  408.5  million;  in  the 
fourth  quarter  it  was  only  Rs.  68.3  million,  and  a 
surplus  appeared  on  trade  account  as  shown  in  chart  32. 
In  the  first  and  second  quarters  of  19.53,  there  were 
actually  surpluses  of  Rs.  54.6  million  and  Rs.  15.3 
million  respectively.^ 

Exports 

Raw  jute  and  cotton  account  for  almost  90  per  cent 
of  the  total  export  earnings  and  the  fall  in  their  prices 
account  for  the  bulk  of  export  decline  between  1951 

1.  The  quarterly  flKures  are  taken  from  the  balance  of  payments 
given  in  State  Bank  of  Pakistan  Bulletin.  October  1963.  They  do 
not  exactly  tally  with  the  annual  and  semi-annual  figures  of  the 
IMF. 


and  1952.  The  f.o.b.  price  of  raw  jute  fell  from  a 
level  of  Rs.  238  per  bale  in  July-September  1951  to 
Rs.  107  during  the  corresponding  period  of  1952. 
Prices  in  July  1953,  though  lower  than  July-September 
1952  level,  were  slightly  higher  than  the  average  price 
during  April-June  1953.  1 

The  export  prices  of  raw  cotton  have  followed  the 
same  pattern.  After  reaching  their  highest  level  during 
the  period  April-June  1951  with  an  average  f.o.b.  price 
of  Rs.  935.5  per  bale,  they  have  steadily  fallen  (except 
for  a  modest  increase  during  the  first  quarter  of  1952), 
and  the  average  price  of  Rs.  386.8  during  February  1953 
represents  the  lowest  level  reached  since  1949.  Since 
February  1953  there  has  been  a  slight  improvement  and 
in  July  1953  the  average  price  reached  Rs.  415  per 
bale.  While  price  changes  have  dominated  year-by- 
year  changes  in  export  values,  the  wide  range  of  j 

quarterly  fluctuations  has  largely  resulted  from  varia-  | 

tions  in  quantities  shipped,  as  shown  in  chart  31. 

Imports  and  import  policies 

Substantial  expansion  in  export  earnings  in  1951 
and  the  consequent  increase  in  incomes  encouraged 
businessmen  to  place  large  orders  for  goods  from  l 
abroad  and  imports,  which  had  reached  a  peak  early 
in  1952,  were  maintained  at  high  levels,  during  the 
following  two  quarters.  The  sharp  decline  in  export 
\alues  in  the  second  quarter  of  1952  made  it  necessary 
for  Pakistan  to  cut  down  imports.  The  Government 
first  imposed  deposit  margins  on  the  opening  of  letters 
of  credit  for  imports  and  increased  import  duties  on 
cotton  piece  good — the  largest  single  import  item,  which  ‘ 
during  the  period  July  1951-June  1952  accounted  for 
nearly  29  per  cent  of  total  imports  on  private  account 
— from  30  per  cent  ad  valorem  to  60  per  cent  ad 
valorem.  Later  the  Open  General  Licence  system  was 
restricted  to  a  few  types  of  essential  consumer  goods, 
but  even  this  proved  insufficient  and  finally,  on  23 
November  1952,  the  government  cancelled  the  Open 
General  Licence  altogether.  This  brought  about  an 
improvement  of  the  situation  which  continued  in  the 
first  half  of  1953. 

As  indicated  above,  this  improvement  was  the 
result  of  severe  restrictions  on  the  import  of  non- 
essential,  and  even  of  some  essential,  consumers’  goods. 
Most  of  the  available  foreign  exchange  was  earmarked 
for  the  import  of  machinery  and  materials  required  for 
industrialization  and  development.  At  the  same  time 
the  American  and  Canadian  wheat  loans  covered  the 
persistent  dollar  deficit.  The  only  indication  of  the 
resultant  change  in  the  composition  of  imports  has  to 
come  from  the  breakdown  of  imports  on  private  account; 
for  government  imports,  which  accounted  for  about  a 
quarter  of  all  imports  in  1951  and  1952  and  as  much 
as  a  third  in  the  first  half  of  1953,  no  breakdown  is 
available. 
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TABLE  4R 

PAKISTAN:  IMPORTS  (SEA-BORNE)  OF  SELECTED 
COMMODITIES  ON  PRIVATE  ACCOUNT 


Million  rupees 


1952 

1953“ 

Total  imports  . 

1,534 

538 

Mineral  oils . 

101 

76 

Textile  machinery  . 

36 

37 

Other  machinery  . 

134 

78 

Iron  and  steel  manuiactures  . . 

156 

56 

Vehicles  . 

81 

i  30 

Cotton  piece  goods . 

Other  textiles  (including  cotton  twist 

278 

j  37 

and  yarn)  . 

314 

1 

Sourte:  Central  Statistical  Office,  Statistical  Bulletin,  Jan-Feb  1963 
and  June-July  1953. 
a.  First  6  months  at  annual  rate. 


While  all  categories  of  goods  except  textile 
machinery  share  in  the  drastic  decline  in  the  total 
value  of  private  imports,  the  fall  is  least  for  raw 
materials  and  machinery,  and  it  is  greatest  for  cotton 
piece  goods  and  other  textiles.  The  annual  rate  of 
imports  in  this  group  in  the  first  half  of  1953  was  only 
about  15  per  cent  of  the  1952  rate. 

For  the  four  groups  of  capital  goods  included  in 
table  48,  imports  declined  by  a  half  between  1952  and 
1953.  The  decline  would  be  less  if  account  were  taken 
of  imports  on  government  account.  The  trend  of  total 
imports  of  durable  equipment  into  Pakistan  can  be 
gauged  by  the  change  in  those  imports  from  the  United 
Kingdom  and  the  United  States,  Pakistan’s  main 
suppliers.  Their  value  was  about  Rs.  290  million  in 
1952,  but  in  the  first  half  of  1953  the  annual  rate  had 
fallen  to  Rs.  200  million. 

The  drastic  fall  in  import  of  consumer  goods 
clearly  reflects  the  attempt  to  conserve  foreign  exchange 
for  the  purpose  of  industrialization.  In  addition,  credit, 
loan,  and  barter  arrangements  have  been  made  to 
supplement  the  flow  of  capital  goods.  Japan  has  agreed 
to  export  equipment  valued  at  Rs.  55  million  on  a 
deferred  payments  basis.  The  United  Kingdom  has  also 
agreed  to  lend  Pakistan  Rs.  92  million  to  purchase 
capital  goods  during  the  next  2  or  3  years.  Repayable 
over  ten  years,  this  loan  is  to  be  devoted  mainly  to 
the  purchase  of  British  capital  goods  for  food  production 
projects.  The  Pakistan  Government  has  expressed  its 
willingness  to  enter  into  similar  deferred  pavments 
agreements  with  other  countries. 

The  attempt  to  control  narrowly  the  level  and 
composition  of  trade  has  also  led  Pakistan  to  negotiate 
bilaeral  trade  agreements  with  a  number  of  overseas 
countries.  Thus  under  the  recent  Franco-Pakistan  Trade 
Agreement,  France  will  import  Rs.  200  million  worth  of 
Pakistan’s  cotton  and  jute,  while  Pakistan  will  import 


a  variety  of  French  goods,  and  at  the  end  of  the  agree¬ 
ment,  balances,  if  any,  will  be  settled  in  sterling.  A 
similar  pact  has  been  concluded  with  Italy,  and  more 
agreements  are  under  negotiation. 

PUBLIC  FINANCE 

As  may  have  been  expected,  public  finance  in 
Pakistan  has  also  been  strongly  affected  by  the  move¬ 
ment  in  the  trade  cycle.  Revenue  reached  a  peak  in 
1951/52  when  Rs.  1,485  million  were  collected,  more 
than  half  from  customs  duties. 

The  abolition  of  export  taxes  and  the  curtailment 
of  imports  affected  strongly  this  form  of  revenue: 
customs  revenues  fell,  between  1951/52  and  the  1953/54 
estimates,  by  more  than  Rs.  500  million  or  more  than 
the  total  decline  in  revenue. 

Expenditure,  on  the  other  hand,  reached  a  peak 
in  1952/53,  at  a  time  when  revenue  was  already  falling, 
and  thus  caused  the  large  deficit  of  Rs.  583  million  in 
that  year. 

For  1953/54,  the  government  is  curtailing  expendi¬ 
ture.  The  defence  budget,  which  in  1952/53  accounted 
for  more  than  half  of  total  government  outlays,^  has 
been  substantially  reduced,  subsidies  have  been  abolished, 
and  minor  economies  effected  in  other  current  expendi¬ 
ture  items.  However,  capital  outlays  (excluding  defence) 
are  to  be  increased,  in  particular  expenditure  for  indus¬ 
trial  development  is  scheduled  to  rise  from  Rs.  68 
million  to  Rs.  124  million. 

1.  Countinsr  to(;ether  current  and  capital  expenditure. 

TABLE  49 

PAKISTAN:  REVENUE  AND  EXPENDITURE  OF 
THE  CENTRAL  AND  STATE  GOVERNMENTS 


Million  rupees 


• 

1951/52 

1952/53 

1953/54 

Central  government 

Revenue 

(excluding  state  trading) 
Expenditure 

1,485.0 

1,271.5 

1,009.8 

(excluding  state  trading)  . . 

1,645.2 

1,854.9 

1,731.0 

of  which  capital  outlay® 
Balance 

417.3 

405.4 

547.0 

(excluding  state  trading) 

-160.2 

-583.4 

—  721.2 

State  trading  (net) 

Balance 

+  67.1 

-176.5 

-(-240.4 

(including  state  trading) 

-  93.1 

-759.9 

-535.3 

States 

Revenue  . 

614.8 

616.0 

588.7 

Expenditure  . 

701.4 

598.6 

540.3 

of  which  capital  outlay*  . . 

186.8 

148.5 

—  12.2 

Deficit  (— )  or  surplus  (+) 

-  86.6 

+  17.4 

+  48.4 

Source:  United  Nations  Fiscal  Division:  1953/54  Government  of  Pakis¬ 
tan  data  reclassified  by  ECAFE  Smretariat. 
a.  Investments  and  loans  and  advances. 
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ECONOMIC  SURVEY  OF  ASIA  AND  THE  FAR  EAST,  1953 


Because  of  this,  the  fall  in  total  expenditure  is 
smaller  than  the  fall  in  expected  revenue.  Thus  a 
record  deficit  of  Rs.  721  million  is  expected  in  1953/54 
in  the  accounts  of  the  Central  Government,  to  be  partly 
offset,  however,  by  the  large  surplus  expected  from  state 
trading.  In  addition,  the  States  are  also  proposing  to 
increase  their  capital  outlay  well  beyond  the  extent  of 
the  advances  the  Central  Government  is  proposing  to 
extend  to  them.^  Thus  it  is  likely  that  the  public 
sector  will  be  a  strongly  expansionary  factor  in  the 
economy. 

However,  a  countervailing  element  is  introduced  by 
the  wheat  gifts  and  loans  from  the  United  States,  Canada 
and  Australia.  While  a  part  of  the  wheat  received  would 
be  distributed  free,  the  sale  of  a  million  tons  of  wheat 
at  Rs.  322  per  ton  (the  price  fixed  by  the  government) 
would  bring  in  Rs.  322  million,  enough  to  cover  a  sub¬ 
stantial  proportion  of  the  proposed  capital  expenditure 
on  development,  and  to  reduce  substantially  the  budge¬ 
tary  deficit. 

The  deficit  in  government  budgets  was  not  accom¬ 
panied  by  an  increase  in  money  supply  in  1952; 
between  December  1951  and  December  1952,  currency 
in  circulation  decreased  by  over  Rs.  315  million,  and 
non-bank  demand  deposits  by  nearly  Rs.  170  million. 
While  this  movement  may  be  surprising  at  first  sight, 
it  is  readily  explained  by  the  fall  in  foreign  reserves  of 
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the  Central  Bank  of  Rs.  876  million  in  1952-  and 

by  the  decline  in  foreign  trade  activity,  which  is 
reflected  in  a  decline  in  bank  loans  and  advances  of 
Rs.  125  million  in  the  same  year. 

The  appearance  of  a  small  balance  of  payments 
surplus  in  the  beginning  of  1953  and  of  government 
deficits  has  reversed  this  situation,  and  despite  the 

normal  seasonal  decline  coinciding  with  the  end  of  the 
busy  season,  currency  in  circulation  has  expanded  a 
little,  and  demand  deposits  by  nearly  Rs.  150  million, 
between  December  1952  and  September  1953.®  Bank 
advances,  on  the  other  hand,  had  declined  by  another 
Rs.  150  million  during  the  same  period,  while  balances 
with  the  State  Bank  recorded  an  increase  of  Rs.  60 
million. 

This  high  liquidity  of  the  banking  system  has  been 
reflected  in  a  fall  in  short  term  money  rates,  and  call 

money  was  at  a  nominal  1  per  cent  by  the  end  of 

September  1953. 

The  somewhat  abnormal  conjunction  of  high 
government  deficit  and  expanding  money  supply  with 
a  balance  of  payment  surplus  is  the  result  of  severe 
control  exercised  by  the  government  over  both  foreign 
and  domestic  trade. 

Since  internal  security  and  development  plans 
required  that  priority  be  accorded  to  the  imports  of 
defence  stores,  capital  goods  and  food,  the  import  cut 
fell  mainly  on  consumers’  goods,  as  noted  earlier.  The 
decreased  supply  of  consumers’  goods  led  to  an  increase 
in  their  prices,  hoarding  and  profiteering,  and  this 
situation  in  turn  compelled  the  government  to  extend 
its  control  over  domestic  distribution  and  prices. 

Price  increases  had  been  most  pronounced  in  the 
case  of  cotton  piece  goods,  for  which  import  duties 
destined  to  protect  domestic  industries  contributed  to 
a  price  increase  of  30  per  cent  for  a  typical  quality 
(16,000  Latha  Japan)  between  April  and  December 
1952.  The  drastic  reduction  in  imports  in  subsequent 
months  caused  a  further  increase  in  price  of  30  per 
cent  by  April  1953.  The  price  rise  has  not  been  con¬ 
fined  to  imported  varieties  alone;  even  cloth  made 
locally  has  registered  increases  of  up  to  50  per  cent. 

Although  basic  foodstuffs  have  been  rationed  and 
the  retail  price  of  the  ration  controlled,  the  cost  of 
living  index  for  industrial  workers  rose  in  April  1953 
nearly  10  per  cent  above  the  average  level  of  the  pre¬ 
vious  twelve  months.  An  extension  of  price  control 
thereafter  brought  the  Karachi  cost  of  living  index 
down  by  4  points  between  April  and  June  1953. 


States  investment  is  budfreted  to  rise  from  Rs.  359  to  Rs.475  mil¬ 
lion,  while  current  expenditure  is  also  risinK-  The  States  expect 
to  cover  this  additional  expenditure  throusrh  borrowing  to  the 
extent  of  Rs.  487  million  as  against  Rs.  210  million  in  1952/53. 
Since,  however,  the  Central  Government  is  budgeting  advances  to 
the  State  of  only  about  Rs.  160  million,  and  the  difference  between 
these  figures  is  unlikely  to  be  met  through  withrawal  from  reserve 
and  other  funds,  the  States  might  well  experience  a  deficit  instead 
of  the  expected  surplus. 


2.  Represents  the  total  change  in  foreign  exchange  reserves.  (Source: 
Finance  Minister’s  1953/54  Budget  Speech).  The  figures  given  in 
State  Bank  of  Pakistan  Bulletin  refer  to  the  changes  in  gold  and 
foreign  assets  of  issue  department  only  and  as  such  under-estimate 
the  fall  in  foreign  exchange  reserves. 

3.  During  the  corresponding  period  of  1962,  demand  deposits  had 
decreased  hv  Rs.  105  million,  and  currency  in  circulation  by  nearly 
Rs.  430  million. 
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The  Directorate  of  the  Controller  General  of  Prices 
was  established  with  extensive  powers  to  control  prices, 
supply  and  distribution  and  at  present  more  than  two 
dozen  commodities  are  listed  under  the  Essential  Commo¬ 
dities  (control  and  distribution)  Order  of  1953,  under 
which  conditions  may  be  fixed  for  the  production, 
import  and  sale  of  a  variety  of  goods,  including  paper 
(except  newsprint),  bicycles,  drugs  and  chemicals, 
mechanically  propelled  works  and  vehicles,  glass  and 
glassware,  electrical  and  radio  goods  and  appliances, 
artificial  silk  yam  and  thread.  Cotton  yarn  had  already 
been  made  the  subject  of  control  orders.  Producers 
as  well  as  importers  may  be  required  to  provide  the 
Controller  at  regular  intervals  with  a  full  description  of 
goods,  available  or  on  order,  their  cost  and  intended 
disposition.  The  Controller  has  the  power  to  designate 
dealers  to  whom  goods  may  be  sold  and  to  fix  maximum 
prices.  The  provincial  authorities  also  exercise  price 
control.  The  Pakistan  Government  has  thus  chosen  to 
rely  on  direct  control  and  price  fixing  to  maintain 
stability  rather  than  on  fiscal  and  monetary  measures 
directed  towards  a  general  contraction  of  demand. 

DEVELOPMENT  POLICITIES  AND  PROSPECTS 

Recently  there  have  appeared  signs  of  improvement 
in  the  balance  of  payments  situation,  aid  from  abroad 
in  the  shape  of  wheat  to  meet  the  food  deficit  being  a 
highly  significant  factor.  As  for  the  internal  situation, 
the  two  factors  making  for  a  deficiency  of  supply  in 
relation  to  purchasing  power  are  the  expenditure  pro¬ 
gramme  of  the  government  and  the  shortage  of  food 
resulting  from  the  poor  harvest  of  1953.  This  deficiency 
of  supply  will  be  met,  in  part  at  least,  by  the  sale  of 
wheat  obtained  through  foreign  assistance,  and  the  local 
currency  proceeds  might  be  regarded  as  an  offset  to 
government  expenditure,  thus  reducing  any  budget  deficit 
that  might  be  incurred.  In  1954  some  inflationary  pres¬ 
sures  are  likely  to  remain,  and  at  the  current  low  level  of 
reserves  they  cannot  work  themselves  out  through 
imports,  but  must  be  held  in  check  by  administrative 
measures.  This  decision  to  repress  inflation  through 
far-reaching  controls  represents  a  significant  change  of 
policy,  for  in  1952  the  pressures  which  might  have  led 
to  rising  prices  were  largely  absorbed  by  allowing  the 
foreign  reserves  to  fall. 

The  ultimate  success  of  such  a  policy  in  furthering 
rapid  development  depend  on  the  willingness  of  the 
public  to  save  rather  than  to  spend  on  uncontrolled  goods 
and  on  a  careful  determination  of  investment  priorities. 
The  level  of  effective  demand  will  provide  an  incentive 
to  expand  many  lines  of  production,  and  capital  will  be 
readily  available  since  monetary  expansion  will  lead  to 


high  bank  liquidity.  So  far,  dangers  of  too  rapid 
development  in  the  private  sector  have  not  materialised; 
indeed,  the  Government  has  taken  measures,  partly  selec¬ 
tive  in  nature,  to  promote  useful  private  investments  by 
offering  substantial  tax  rebates  to  new  undertakings. 

Even  more  directly,  the  Government  has  sponsored 
a  number  of  projects  through  the  Pakistan  Industrial 
Development  Corporation  and  tried  to  attract  the 
participation  of  private  capital  in  these  ventures.  This 
corporation  has  been  set  up  to  initiate  industrial  projects 
and  then  invite  private  enterprises  to  participate  in 
them.  The  projects  which  have  been  undertaken  by 
the  Pakistan  Industrial  Development  Corporation  involve 
a  total  capital  outlay  of  approximately  Rs.  500  million 
which  consists  of  about  Rs.  120  million  of  private  capital 
and  Rs.  60  million  of  foreign  economic  aid.  The  balance 
of  Rs.  320  million  has  been  provided  by  the  Govern¬ 
ment.  The  paid-up  capital  of  joint  stock  companies, 
however,  increased  by  Rs.  55  million  in  1951  and  by 
only  Rs.  17  million  in  1952. 

The  Government  has  realized  the  need  for  active 
encouragement  of  domestic  savings  and  investment  in  the 
private  sector.  Every  effort  is  being  made  to  promote 
thrift  and  to  provide  even  the  remotest  part  of  the 
country  with  institutional  facilities  for  small  savings. 
In  addition  to  the  facilities  for  investment  in  National 
Savings  Certificate,  Defence  Savings  Certificate  and  Post 
Office  Savings  Deposits,  the  Government  has  also  pro¬ 
vided  a  postal  insurance  scheme  for  the  benefit  of 
government  employees  of  the  lower  income  group.  It  is 
hoped  that  as  a  result  of  these  measures,  a  large  volume 
of  savings  would  be  mobilized. 

Current  policies  also  require  that  a  tight  control 
be  maintained  over  foreign  transactions  and  the  Govern¬ 
ment  is,  therefore,  following  a  very  cautious  import 
policy.  However,  steps  have  also  been  taken  to  prevent 
hoarding  and  profiteering  which  may  emerge  in  situa¬ 
tions  where  there  is  an  increasing  pressure  on  the  limited 
supplies  of  consumer  goods.  The  Government  has 
already  opened  100  fair  price  shops  in  Karachi.  It  has 
also  issued  preferential  import  licenses  to  consumer 
cooperatives  selling  imported  and  control-price  articles. 

Another  important  policy  of  the  Government  is  to 
shift  agriculture  away  from  cash  crops  for  export  into 
food  production  for  the  domestic  market.  This  policy, 
if  carried  too  far,  may  create  difficulties  on  the  export 
side.  Yet,  in  view  of  the  immediate  need  for  rebuilding 
food  stocks,  the  diversion  would  appear  to  be  justified, 
at  least  in  the  short  run.  This  shift  may  even  have 
longer  run  advantages  should  restriction  of  the  area 
under  jute  raise  the  price  of  that  commodity.  But  such 
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advtanges  are  problematical,  for  the  supply  of  Indian 
jute  is  capable  of  expansion,  and  other  materials  can  be 
substituted  for  jute  in  many  its  uses.  With  respect  to 
cotton,  Pakistan  is  too  small  a  supplier  on  the  inter¬ 
national  markets  for  its  production  policies  to  have  a 
material  effect  on  prices. 

While  the  government  scored  a  first  success  in 
restoring  equilibrium  in  its  foreign  accounts  in  the  first 
half  of  1953  it  is  too  soon  to  assess  the  final  success  of 


the  policies  instituted  in  1953.  In  the  shorter  run  the 
criteria  of  success  are  the  maintenance  of  stable  internal 
price  level  and  the  effective  functioning  of  rationing  and 
controls.  In  the  long  run  success  depends  on  maintaining 
and  even  increasing  the  pace  of  basic  development; 
which  in  turn  depends  on  increased  willingness  on  the 
part  of  private  enterprise  to  enter  lines  of  production 
which  will  relieve  strains  on  the  foreign  balance,  by 
either  replacing  imports  or  raising  the  value  of  exports. 
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Chapter  17. 
THE  PHILIPPINES 


INTRODUCTION 

Production  in  the  Philippines  has  now  recovered 
from  the  extensive  wartime  damage  and  destruction: 
agricultural  output  exceeded  the  pre-war  level  in  1950/51 
and  has  continued  rising,  while  industrial  production 
also  shows  satisfactory  progress. 

In  earlier  post-war  years,  domestically  produced 
incomes  were  supplemented  by  grants  and  transfers  from 
the  United  States  government  which  equalled  more  than 
10  per  cent  of  Philippine  gross  national  product  between 
1948  and  1950,  but  fell  rapidly  thereafter.  Since  the 
government  expenditure  accounts  for  an  unusually  low 
share  of  national  expenditure,  these  grants  have  enabled 
private  consumption  to  be  maintained  at  a  high  rate: 
in  1949  is  equalled  93  per  cent  of  gross  national  product 
although  it  has  more  recently  fallen  to  85  per  cent. 

The  problem  faced  by  the  Philippines  thus  appears 
to  be  structural  in  character  rather  than  cyclical: 
although  exports  have  shown  fairly  large  variations  in 
the  last  few  years,  this  factor  appears  less  significant 
than  the  persistent  need  to  adjust  private  consumption 
to  a  level  that  would  allow  a  higher  volume  of  invest¬ 
ment  without  generating  a  balance  of  payments  deficit 
which  may  become  difficult  to  finance. 

A  decline  in  the  level  of  American  aid  and  expendi¬ 
ture  would  affect  not  only  the  permissible  level  of 
imports,  but  would  also  impose  some  reorientation  of 
the  direction  of  imports  which  are  at  present  pre¬ 
dominantly  purchased  in  the  United  States. 

PRODUCTION 

The  physical  volume  of  output  of  agriculture,  manu¬ 
facturing  and  mining,  which  together  account  for  more 
than  60  per  cent  of  the  national  product,  is  estimated  by 
the  Central  Bank  to  have  risen  in  1952  by  approximately 
6  per  cent  over  the  1951  level,  and  it  appears  that  this 
rising  trend  is  continuing  into  1953. 

Agricultural  production 

In  agriculture,  which  accounts  for  more  than  two- 
fifths  of  the  gross  national  product,  production  continued 
its  post-war  upward  trend  during  1952/53,  thanks  to 
increases  in  yield  per  acre,  which  reflected  the  favourable 


weather,  improved  internal  security,  the  increased  appli¬ 
cation  of  fertilizers  (although  the  total  quantity  used  is 
still  very  low),  and  improved  irrigation  facilities. 

The  output  of  all  food  crops  except  corn  showed 
improvement  in  1952/53.  During  that  year,  production 
of  paddy  showed  an  increase  of  11  per  cent  over  the 
previous  year  and  reached  its  highest  post-war  level, 
owing  to  the  factors  mentioned  above  and  to  higher 
prices  prevailing  to  the  producers  at  the  time  of  sowing. 
As  a  result  of  the  substantial  increase  in  domestic  output 
the  Philippines  are  now  almost  self-sufficient  in  food: 
imports  of  rice  ceased  during  the  first  half  of  1953  and 
the  authorities  even  tried  to  export  part  of  their  accumu¬ 
lated  rice  stock. 

Production  of  corn  declined  ow'ing  to  the  unusually 
destructive  typhoons  in  the  principal  producing  area 
and  locust  damage  in  certain  provinces. 

The  development  of  inland  fisheries  accounted  for 
the  increase  in  fish  production,  for  which  the  govern¬ 
ment,  with  aid  from  the  Mutual  Security  Agency  (MSA), 
will  construct  more  fishponds.  The  increase  in  meat, 
poultry  and  dairy  products  was  due  both  to  the  rise 
in  livestock  numbers  and  to  the  imports  of  breeding 
animals  and  their  distribution  to  farmers  all  over  the 
country. 

Major  export  products:  Copra,  sugar  and  hemp  and 
their  products  account  normally  for  three  quarters  of 
the  value  of  Philippine  exports.  During  1952/53,  there 
was  a  substantial  expansion  in  the  production  of  hemp 
and,  despite  rising  costs,  of  sugar.  For  the  first  time 
in  post-war  years  the  Philippines  expected  to  be  able 
to  fulfill  their  annual  sugar  export  quota  of  850,000  long 
tons  to  the  United  States  and  to  have  additional  supplies 
available  for  export  to  other  countries.  The  production 
of  copra,  however,  showed  a  large  decrease  due  to 
typhoon  damage. 

Industrial  production 

Manufacturing  industry  contributed  about  13  per 
cent  to  the  national  income  in  1952.  During  the  second 
half  of  1952  and  the  first  half  of  1953  the  index  of 
manufacturing  production  showed  an  increase  of  4  and  9 
per  cent  respectively  over  the  first  half  of  1952. 
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Most  modern  factories,  especially  in  the  Manila 
area,  faced  with  coal  shortage,  use  electric  power.  The 
increasing  demand  for  power  due  to  greater  industrial 
activity  and  wider  use  of  electrical  appliances,  has  kept 
pressing  on  the  available  supply  despite  the  additions 
to  generating  capacity,  which  increased  threefold  between 
1941  and  1952. 

Electric  power  production  in  Manila  increased  by 
12  per  cent  in  1952/53  as  compared  with  1951/52, 
permitting  a  rise  in  industrial  production. 

A  sample  survey  of  industrial  establishments  pre¬ 
pared  by  the  Bureau  of  the  Census  and  Statistics  and 
covering  nearly  2,000  firms  allows  comparison  of  pro¬ 
gress  made  in  various  sectors  between  1948  and  1952. 
Among  the  important  industries,  the  greatest  progress 
has  been  shown  by  the  cigarette  industry,  where  the 
value  of  sales  rose  from  P.9  million  to  P.138  million; 
centrifugal  sugar  industry,  with  an  increase  from  P.82 
million  to  P.239  million  (reflecting  the  great  increase  in 
sugar  cane  output) ;  and  soft  drinks  industry,  where 
sales  rose  from  P.28  million  to  P.67  million.  Sales  of 
wearing  apparel  and  knitted  fabrics  also  showed  an 
impressive  rise  from  P.15  million  to  P.70  million,  while 
cotton  piece  goods  at  P.6  million  showed  hardly  any 
progress  and  cotton  yarn  output  steeply  declined  to  less 
than  P.2  million  in  1952. 

Among  other  industries,  lumber  production 
remained  almost  stationary,  while  the  processing  of 
coconuts  and  the  manufacture  of  edible  oils  show  a 
decline  in  the  value  of  sales  despite  some  increase  in 
the  quantities  treated.  Altogether,  the  value  of  sales 
of  reporting  firms  almost  doubled  between  1948  and 
1952.1 

This  sample  survey  throws  a  good  deal  of  light 
on  the  character  of  Philippine  industrialization,  which 
seems  to  have  been  concentrated  on  the  production  of 
light  consumer  goods,  requiring  as  a  rule  only  a  small 
amount  of  investment,  protected  by  the  exchange  and 
import  control  policies  adopted  at  the  end  of  1949.  and 
made  attractive  by  high  prices  and  demand  on  the 
domestic  market. 

Construction 

Construction  has  taken  a  major  share  in  gross 
domestic  investment  since  the  war,  owing  mainly  to  the 
large  government  and  private  expenditure  in  making 
good  the  wartime  destruction  of  public  buildings,  roads 
and  bridges,  water  works  systems,  and  residential  houses. 
After  reaching  a  high  level  in  1947  and  1948,  building 
investment  declined  in  1949  and  1950  as  rehabilitation 


1.  Reporting  firms,  it  can  be  estimated,  accounted  for  some  75  to  80 
per  cent  of  industrial  production.  Prices  of  most  manufactures 
were  little  hiaher  in  1952  than  in  1948,  while  prices  of  coconut 
products  had  fallen  substantially. 


was  completed,  and  since  then  appears  to  have  remained 
approximately  stable,  some  decline  in  non-residential 
building  being  offset  by  an  increase  in  residential 
construction,^ 

The  value  of  building  permits  issued  for  Manila 
showed  Increases  for  both  residential  and  non-residential 
construction  during  the  first  half  of  1953,  as  compared 
with  the  first  half  of  1952.  The  expansion  in  the 
value  of  residential  building  was  however  small,  owing 
to  the  tightening  up  of  credit  for  this  purpose,  and  since 
building  costs  were  rising,  the  rise  in  value  is  compatible 
with  a  continued  decline  in  the  physical  volume  of 
residential  construction. 

Mining 

Despite  high  production  costs,  mining  output  con¬ 
tinued  to  show  a  general  increase  during  1952/53,  as 
the  market  for  Philippine  minerals  continued  favourable. 
Production  of  iron  ore  regained  the  1939  level  in 
response  to  a  large  demand  from  Japan.  Production  of 
chromite,  which  was  started  in  1936,  has  continued  its 
rapid  expansion  and  stands  at  almost  three  times  the 
pre-war  peak.  Production  of  copper  was  stimulated  by 
the  high  prices  of  1951-52,  and  almost  regained  its  1937 
output  peak,  but  appears  to  be  declining  again.  On  the 
other  hand,  gold  output,  although  it  shows  a  rising  trend, 
remains  at  less  than  half  the  level  of  the  immediate  pre¬ 
war  years.  Efforts  have  recently  been  made  to  stimulate 
production  by  allowing  producers  to  sell  the  whole  of 
their  output  on  the  free  market.  The  value  of  this 
incentive  has  declined,  however,  with  the  free-market 
price  of  gold. 


2.  The  discussion  is  based  on  Abraham:  William  I..  Report  and  Re¬ 
commendations  of  the  National  Income  Adviser:  Provisional  Text 
(Manila,  May  1952),  p.  21. 

The  national  income  data  as  revised  by  the  Central  Bank  show  a 
different  development.  According  to  that  series,  non-residential 
construction  rose  steeply  from  1960  to  1951,  and  declined  again  in 
1952.  This  is  the  result  of  an  upward  revision  of  Abraham’s  data 
by  P.143  million  for  non-residential  construction  in  1951  (all  of  It 
accounted  for  by  the  government).  However,  neither  the  doubling 
of  government  investment  between  1950  and  1951  (and  its  fall  in 
1952),  nor  the  75  per  cent  increase  in  non-residential  construction 
in  1951  (and  its  decline  in  1952)  are  borne  out  by  the  other  avail¬ 
able  data.  Cement  supply  and  lumber  output  were  declining  slight¬ 
ly  and  regularly  from  1950  to  1952.  while  a  small  sample  of  em¬ 
ployment  in  the  building  trades  showed  a  big  fall  in  1951  and  a 
recovery  in  1952.  Wages  rose  slightly  throughout,  and  building 
material  prices  rose  in  1961  but  fell  in  1952.  These  data  are  com¬ 
pare^  with  the  Abraham  series,  which  indicatd  a  slight  and  regular 
fall  in  the  volume  of  residential  construction,  and  a  dip  in  non- 
residential  building  in  1961. 

Confirmatory  evidence  can  be  obtained  from  the  government 
budgets,  which  are  shown  however  on  a  July  to  June  fiscal  year 
basts : 


1949  50 

1950 
1950,51 

1951 
1951/52 

1952 
1951/53 


GOVERNMENT  INVESTMENT 
(in  million  pesos) 
Abraham  Central  Bank 

128 


Budget  actuals 
96 


105  217 


(estimated ) 


181 


92 

125 

203 


The  Abraham  figures  were  based  on  the  data  of  the  General 
Auditing  Office,  while  the  Central  Bank  used  the  far  higher  figures 
of  the  Burean  of  Public  Works.  The  reconciliation  of  these  two 
sets  of  figures  is  still  under  way. 
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TABLE  50 

PHILIPPINES:  INVESTMENT  AND  UNITED  STATES  GOVERNMENT  GRANTS 

Million  pexos 


1948 

1949 

1950  ' 

'  1951 

1  1952 

Gross  fixed  investment . 

617 

542 

424 

434 

1  506 

of  which  Government  . 

no 

141 

128 

105 

1  181 

Depreciation  . 

315 

325 

335 

1  370 

390 

Net  investment . 

302 

217 

89 

64 

116 

United  States  Government  grants  . 

266 

406 

309 

25 

50 

Sources:  Abraham,  op.  eit.  and  Central  Bank  of  the  Philippines. 


INVESTMENT 

Investment  appears  to  have  reached  its  highest  level 
in  1948  and  1949,  when  both  construction  and  the 
imports  of  capital  goods  were  at  a  peak.' 

These  figures  indicate  that  the  large  grants  obtained 
under  the  Philippine  Rehabilitation  Act^  in  the  post¬ 
war  years  did  not  of  themselves  lead  to  high  levels  of 
net  investment.  In  the  same  way,  the  substantial  rise 
in  foreign  earnings  amounting  to  some  P.300  million 
between  1949  and  1951,  and  the  increase  in  gross 
national  product  of  over  P.1,000  million  between  1950 
and  1952,  have  not  led  to  any  substantial  increase  in  the 
level  of  investment. 

The  government,  however,  is  now  taking  active  steps 
to  increase  the  level  of  total  investment,  and  to  channel 
private  funds  into  more  useful  lines  of  development. 
Increasing  capital  outlays  are  taking  place  in  a  number 
of  public  enterprises  under  construction  or  undergoing 
expansion,  such  as  a  textile  mill,  a  pulp  and  paper  mill, 
a  steel  plant,  a  plant  for  the  manufacture  of  electrical 
equipment,  and  a  fertilizer  plant  linked  to  a  hydro¬ 
electric  project.  On  the  other  hand,  a  more  selective 
policy  towards  private  investment  was  introduced  in 
April  1951.  New  industries  considered  to  be  of  an 
essential  or  desirable  character  are  exempted  from  the 
17  per  cent  exchange  tax  on  their  import  requirements, 
and  from  the  12  per  cent  corporation  profit  tax,  the 
latter  concession  to  run  for  4  years. 

Meanwhile,  the  Central  Bank  adopted  a  policy  of 
encouraging  industrial  and  agricultural  loans  and  dis¬ 
couraging  credits  for  financing  non-essential  imports, 

1.  The  national  income  data  would  however  indicate  a  peak  in  total 
investment  (includinf?  inventory  changes)  in  1951  and  1052.  How- 
ever,  apart  from  the  questions  raised  in  footnote  (2)  to  patre  112 
the  national  income  data  for  1952  show  inventory  accumulation  of 
P.375  million,  the  larsest  fi(;ure  for  any  post-war  year,  while  a 
sample  of  168  business  establishments  indicates  an  inventory  decline 
of  8  per  cent  (Central  Bank.  Annual  Reiiort,  1952^  P>  114).  The 
results  of  the  sample  are  borne  out  by  the  rise  of  imports,  partl.v 
speculative  in  character,  which  followed  the  decontrol  order  of 
August  1951,  while  the  lower  level  of  imports  in  1952  would  point 
to  stock  liquidation:  the  monthly  average  of  import  values  was 
P.70  million  in  1952  as  aRainst  P.89  million  in  the  last  five  months 
of  1951.  While  the  national  income  data  include  chanRes  in 
aRricultural  inventories,  there  is  evidence  that  they  were  at  all 
substantial  in  1952. 

2.  The  fiRures  in  table  50  do  not  include  other  United  States 
Rovernment  transfers  such  as  back  pay  of  Philippine  troops, 
veterans*  grants  and  bonuses,  surplus  property  transactions,  etc. 


residential  construction,  and  speculative  activities. 
Following  the  Central  Bank’s  policy,  the  two  large 
financial  institutions,  the  Rehabilitation  Finance  Corpora¬ 
tion  (RFC)  and  the  Philippine  National  Bank  have 
devoted  an  increasing  share  of  their  resources  to 
financing  agriculture  and  industry.  New  arrangements 
have  recently  been  made  to  provide  facilities  for  the 
financing  of  industrial  development  and  particularly  to 
meet  the  credit  needs  of  small  private  enterprises.  First, 
a  special  trust  fund  of  P.IO  million  from  the  counterpart 
fund  has  been  set  up  in  the  Central  Bank  to  guarantee 
a  large  share  of  the  risk  to  be  assumed  by  banking 
institutions  granting  loans  to  socially  desirable  industrial 
and  other  development  projects  undertaken  by  private 
enterprises  which  could  not  meet  the  requirements  of 
the  RFC  and  other  financial  institutions.  Second,  a 
plan  has  also  been  adopted  wherel)y  loans  may  be 
granted  to  Philippine  financial  institutions  by  the  Central 
Bank  on  behalf  of  the  Export-Import  Bank,  which  has 
set  aside  a  fund  of  $5  million  for  financing  dollar 
requirements  of  private  small  productive  enterprises  in 
the  Philippines. 

EXTERNAL  TRADE  AND  PAYMENTS 

The  commodity  cycle  has  had  very  little  effect  on 
the  income  level  in  the  Philippines,  as  the  fluctuations 
in  exports  were  more  than  offset  by  changes  in  United 
States  Government  expenditure  and  grants,  and  as  a 
result,  total  income  obtained  from  exports  and  transfers 
declined  steadily  from  1948  to  1952  but  rose  a  little 
in  1953.  Thus  the  variations  in  the  balance  of 
payments  have  occurred  on  the  payments  side  as  a  result 
of  more  or  less  successful  efforts  to  adjust  the  level  of 
expenditure  to  the  declining  trend  in  earnings. 

The  y.’ar  1949  saw  the  first  and  most  severe  balance 
of  payments  crisis,  since  a  drop  in  export  earnings  and 
a  larger  fall  in  American  transfers  coincided  with  an 
almost  record  level  of  expenditures.  Exchange  and 
import  controls  were  introduced  at  the  end  of  the  year 
to  meet  the  threatening  fall  in  exchange  reserves,  and 
the  resultant  drastic  fall  in  imports  in  1950  brought 
about  a  considerable  surplus  for  that  year. 
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A  17  per  cent  levy  on  all  purchases  of  foreign 
exchange  was  introduced  in  April  1951,  but  since  import 
policy  was  liberalized  again,  imports  rose  anew,  and 
as  increased  export  earnings  were  more  than  offset  by 
a  heavy  fall  in  American  grants,  upon  the  expiration 
of  the  Philippine  Rehabilitation  Act,  the  balance  of 
payments  showed  another  deficit. 

Foreign  exchange  is  now  allocated  to  imports  on  the 
basis  of  current  and  prospective  export  earnings.  As 
a  result  of  the  1951  experience  and  the  fall  in  export 
prices,  these  allocations  for  1952  were  reduced  below  the 
1951  level.  While  imports  declined  no  more  than 
exports,  a  balance  was  attained  thanks  to  a  rise  in 
American  expenditure  and  grants,  and  some  private 
capital  imports. 

Chart  34 


PHILIPPINES:  VAUUE  OF  IMPORTS  AND  EXPORTS 


With  exports  at  a  slightly  higher  rate,  the  same 
balanced  situation  continued  in  the  first  six  months  of 
1953. 

Exports 

While  the  fall  in  the  total  value  of  exports  during 
1951/52  was  due  to  the  considerable  decline  in  export 
prices  which  more  than  offset  the  increase  in  quantum 
of  exports,  the  low  level  of  export  value  during  1952/53 
was  due  to  low  quantum  of  exports  which  offset  partly 
the  moderate  recovery  in  export  prices. 

Sugar  prices  for  export  to  the  United  States 
remained  almost  unaffected  by  the  recent  commodity 
cycle,  showing  only  a  moderately  rising  trend  and  thus 
export  earnings  from  sugar  were  mainly  determined  by 
the  quantity  exported.  Since  production  of  sugar 


increased  considerably  after  1950,  export  earnings  from 
sugar  in  1951  and  1952  were  substantially  higher  than 
in  the  preceding  years.  In  the  first  half  of  1953, 
although  sugar  production  reached  a  record  level,  the 
export  volume  was  18  per  cent  lower  than  in  the  corres¬ 
ponding  period  of  the  previous  year,  mainly  because  of 
the  decision  of  the  Sugar  Quota  Administration  to  with¬ 
hold  280,000  short  tons  for  the  domestic  market. 

The  International  Sugar  Agreement,  recently  signed 
in  London,  attempts  to  stabilize  the  world  sugar  market 
price:  producers’  export  quotas  are  to  be  increased  or 
decreased  if  the  world  free  market  price  rises  above  or 
falls  below  the  limits  fixed  by  the  agreement.  However, 
the  scheme  is  of  limited  direct  interest  to  the  Philippines, 
since  their  export  quota  is  only  25.000  tons. 

Of  far  greater  importance  is  the  agreement  with  the 
United  States  which  provides  for  a  duly  free  export 
quota  of  850,000  long  tons  of  sugar  from  the  Philippines, 
against  which  nearly  800,000  tons  from  the  1952  53 
crop  had  been  exported  up  to  the  end  of  August.  Under 
the  Bell  Act,  gradually  increasing  import  duties  are  to 
be  imposed  on  Philippine  sugar,  starting  in  the  second 
half  of  1954.  Because  of  their  much  higher  cost  of  pro¬ 
duction,  Philippine  growers  are  afraid  that  after  a  few 
years  they  will  be  incapable  of  competing  on  the  United 
States  market  with  sugar  from  Cuba,  Puerto  Rico  and 
Hawaii.  The  prospect  of  turning  to  the  free  market  to 
dispose  of  their  crop  is  not  attractive  either,  since  free 
market  prices  were  less  than  60  per  cent  of  the  New 
York  prices  in  September  1953. 

The  prices  of  copra  and  coconut  oil  fell  steeply  in 
the  second  half  of  1951,  but  recovered  rapidly  after 
mid-1952.  During  the  second  half  of  1952,  the  volume 
of  export  of  copra  and  coconut  oil  increased  as  well  as 
the  price.  In  the  first  half  of  1953,  the  decline  in  out¬ 
put  caused  a  fall  in  the  volume  of  exports  that  more  than 
offset  the  price  increase.  The  long-term  market  prospects 
of  Philippine  copra  and  products  may  not,  however,  be 
promising,  because  of  the  increasing  use  of  synthetic 
detergents  in  the  United  Slates,  the  growing  competition 
from  soft  currency  exporting  countries  especially  Ceylon 
and  Indonesia,  an^^  the  dollar  payment  difficulties  of 
some  European  consuming  countries. 


TABLE  51 


PHILIPPINES:  FOREIGN  EXCHANGE  EARNINGS 

Million  pesos 


1949 

1950 

1951 

1952 

1953» 

Exports  (f.o.b.) . 

522 

674 

819 

705 

772 

Non-monetary  gold . 

20 

23 

27 

33 

34b 

United  States  Government*^ . 

734 

520 

218 

298 

271 

Total . 

1.286 

1,239 

1,081 

1,040 

1,077 

Source:  IMF  and  Central  Bank  of  the  Philippines. 


a.  First  nine  months  at  annual  rate. 

b.  First  six  months  at  annual  rate. 

c.  Includinz  grants,  transfers  and  military  e.xpenditure. 
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Chart  35 


PHILIPPINES:  INDEX  NUMBERS  OF  EXTERNAL  TRADE 


Imports 

The  pattern  of  Philippine  imports  reveals  a  particu¬ 
larly  heavy  dependence  on  the  United  States,  as  much 
as  76  per  cent  of  imports  coming  from  North  America 
in  1952.  On  trade  account  alone,  the  deficit  with  that 
area  was  larger  than  the  total  deficit  of  the  country. 
However,  taking  into  account  services  and  transfers  the 
situation  is  different  and  the  deficit  with  the  sterling  area 
was  substantially  larger  than  the  surpluses  with  con¬ 
tinental  western  Europe  and  Japan.  Thus  the  dollars 
made  available  by  the  United  States  Government  had 
to  be  used  not  only  to  meet  the  deficit  with  North 
America  but  also  for  the  purchase  of  sterling. 

Most  imports  are  controlled  through  a  system  of 
allocation  of  foreign  exchange,  operated  by  the  Monetary 


Board  of  the  Central  Bank.  While  the  total  allocation 
is  decided  in  the  light  of  current  and  prospective  export 
earnings,  separate  quotas  are  given  for  essential  and  less 
essential  commodities  which  are  further  suh-divided  into 
producer  goods  and  consumer  goods.  Besides  controlled 
imports,  there  are  some  goods,  including  essential  food¬ 
stuffs,  fuel  and  lubricants,  fertilizers,  raw  cotton,  and 
machinery  and  parts,  for  which  the  Central  Bank  supplies 
exchange  without  restriction.  Certain  luxury  goods 
cannot  be  imported.  It  was  only  in  the  middle  of  1953 
that  the  control  of  imports  was  assumed  by  the  Central 
Bank.  Previously  this  power  had  been  exercised  by  the 
Import  Control  Commission,  and  the  disappearance  of 
that  body  was  marked  by  a  great  rise  in  the  value  of 
imports  in  June  and  July  1953,  traders  fearing  that 
import  control  might  be  tightened  under  bank  super¬ 
vision.  Procedures  have  been  simplified,  and  import 
licences  have  been  abolished,  leaving  exchange  permits 
as  the  sole  means  of  control. 

PUBLIC  FINANCE  AND  MONEY  INCOMES 

Government  expenditure  in  the  Philippines  is  a 
relatively  small  proportion  of  national  expenditure, 
remaining  fairly  stable  at  well  below  10  per  cent  of  the 
total.  The  budget  has  nevertheless  played  a  significant 
role  in  the  fluctuations  of  the  economy  because  of  its 
sharp  swings  from  deficit  to  surplus. 

After  a  long  series  of  post-war  deficits,  the  budgetary 
position  for  the  first  time  showed  a  surplus  in  1951/52, 
due  to  a  40  per  cent  rise  in  revenue.  This  rise  appears 
surprising  at  first  sight  since  in  that  fiscal  year  export 
earnings  were  falling  and  so  were  agricultural  incomes, 
owing  to  lower  commodity  prices.  It  was  due  to  a 
variety  of  factors,  the  most  important  of  which  was 
the  imposition  of  a  17  per  cent  tax  on  most  Central 
Bank  sales  of  foreign  exchange  just  before  the  beginning 
of  the  fiscal  year.  Proceeds  from  other  taxes  also 
increased  owing  to  a  rise  in  tax  rates  and  more  efficient 


TABLE  52 


PHILIPPINES:  GOVERNMENT  EXPENDITURE 

Million  pesos 


1949  ' 

1950  j 

1951«  j 

1952 

A. 

Cunent  expenditure .  i 

448 

473  ; 

493  { 

510 

B. 

Gross  investment  .  , 

141  ' 

128  1 

105  1 

181 

C. 

Total  expenditure  (A  -)-  B) .  | 

589 

601  I 

598  j 

691 

D. 

Gross  national  product . 

6,317 

6,934 

8,373  ' 

8,065 

E. 

Net  borrowing  and  donations  from  abroad  . .  1 

688 

—13 

195 

66 

F.  : 

Total  available  means  (D  -|-  E) . 

7,005 

6,921 

8,568 

8,131 

G. 

Government  expenditure  as  percentage  oi  total 

available  means  ( x  100) . 

F 

1 

8.6 

7.0  j 

8.5 

Source:  Central  Bank  of  Philippines  and  Abraham,  op.  eit. 

a.  For  reasons  Kiven  in  footnote  (2)  on  pa?e  112,  Abraham’s  figures 
have  been  used  for  1951,  which  in  the  case  of  total  available  means 
may  be  over-estimates.  The  revised  Central  Bank  figure  for  total 
available  means  in  1961  is  P.7,955  million. 
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collection,  while  the  favourable  balance  of  payments  in 
1950  resulted  in  a  relaxation  of  import  controls,  which 
permitted  an  increase  in  consumption  and  also  in  tax 
collection.  This  budgetary  surplus,  coinciding  with  a 
fall  in  export  earnings  and  in  United  States  Government 
transfers,  helped  to  absorb  the  inflationary  potential 
which  the  high  earnings  of  the  previous  period  had 
generated  in  the  export  sector. 

Chart  36 


PHILIPPINES!  INDEX  NUMBERS  OF  PRICES  AND  WA8ES 
It49  •  100 


These  changes  were  reflected  after  a  time  lag  in  the 
level  of  domestic  prices  which  started  to  fall  in  November 
1951  and  continued  downward  in  the  first  half  of  1952, 
in  part  reflecting  lower  import  prices,  in  part  an  increase 
in  domestic  food  production  and  a  better  monetary 
balance  of  the  economy. 

Since  employment  did  not  appreciably  decrease, 
except  in  the  service  industries,  and  real  wages  tended 
to  rise,  while  profits  were  falling  both  in  the  export 
trade  and  on  domestic  sales,  some  redistribution  of 
income  appears  to  have  taken  place,  which  helps  to 
explain  the  maintenance  of  the  level  of  effective  demand. 

The  year  1952/53  winessed  a  considerable  expan¬ 
sion  in  government  expenditure  for  economic  develop¬ 
ment  and  social  services,  while  revenues  were  declining 
owing  to  the  new  restrictions  in  imports.  Thanks  how¬ 
ever  the  economies  in  other  items  of  expenditure,  only  a 
very  small  deficit  appeared. 

The  value  of  exports  started  to  rise  again  in  the 
second  half  of  1952  (although  the  total  value  of  exports 
in  1952  was  below  the  level  of  the  previous  year). 
Imports  also  rose,  but  the  substantial  expansion  of  credit 
by  over  P.lOO  million  from  June  1952  to  June  1953,  a 
major  part  of  which  appears  to  have  been  for  the 
financing  of  imports,  would  indicate  that  the  rise  in 
imports  did  little  to  absorb  excess  purchasing  power. 
Real  wages  continued  their  upward  trend  partly 
because  the  Minimum  Wage  Law  came  into  force.  Em¬ 
ployment  was  meanwhile  expanding,  and  the  pressure  of 


consumption  on  domestic  supplies  resulted  in  a  moderate 
increase  in  prices  towards  the  end  of  1952.  The  price 
movement  was  however  reversed  in  the  second  quarter 
of  1953  as  increasing  quantities  of  foodstuffs  reached 
the  market. 

The  budget  is  expected  to  show  a  small  surplus  in 
1953/54  and  so  monetary  stability  may  be  expected  to 
continue. 

THE  PROBLEMS  OF  ADJUSTMENT 

The  above  analysis  has  shown  that  the  changes  in 
the  value  of  Philippine  exports  resulting  from  the  Korean 
war  boom  had  been  offset  by  the  decline  in  United 
States  Government  expenditure  and  transfers  at  the  time 
of  the  upswing  and  cushioned  by  an  increase  in  this 
expenditure  at  the  time  of  the  downswing.  Since  there 
has  been  little  inflation  in  recent  years,  the  need  to  keep 
a  tight  rein  on  imports  does  not  appear  to  arise  from 
an  excess  of  purchasing  power  in  the  economy  Lut  rather 
from  the  slow  but  regular  decline  in  total  foreign 
exchange  earnings.  In  other  words,  production  for  the 
domestic  market  has  been  accounting  for  an  increasing 
share  of  total  income  available  and  this  requires  a 
transfer  of  some  expenditure  from  imported  to  home 
produced  goods  if  balance  of  payments  equilibrium  is 
to  be  maintained  and  a  recession  is  to  be  avoided  in 
domestic  production.  This  change  in  the  pattern  of 
consumption,  which  has  been  aided  by  the  imposition  of 
the  import  control,  may  be  hampered  to  some  extent  by 
a  preference  on  the  part  of  Philippine  consumers  for 
American  goods.  It  is  more  likely,  however,  that  the 
main  difficulty  arises  from  the  fact  that  domestic  prices 
at  the  current  rate  of  exchange  (including  the  17  per 
cent  exchange  tax)  are  significantly  higher  than  import 
prices.  Under  the  provisions  of  agreements  with  the 
United  States  the  Philippine  Government  cannot  either 
raise  import  duties  or  change  the  value  of  the  currency 
without  the  concurrence  of  the  United  States  Govern¬ 
ment.  Failing  such  action,  it  appears  likely  that  no  true 
international  equilibrium  is  possible  unless  domestic  costs 
of  production  and  distribution  can  be  brought  down  to 
a  level  comparable  with  those  of  imported  goods. 

Of  course,  international  equilibrium  is  not  the  only 
goal  of  economic  policy  and  may  well  be  subordinated 
to  the  achievement  of  a  rapid  growth  of  production. 
Thus  a  country  may  well  choose  a  situation  of  dis¬ 
equilibrium  if  it  is  the  price  that  has  to  be  paid  for  a 
high  rate  of  investment.  However,  the  large-scale  United 
States  aid  to  the  Philippines  has  served  essentially  to 
raise  the  level  of  domestic  consumption  and  it  is  only 
recently,  at  a  much  low'er  level  of  American  assistance, 
that  the  government  has  been  taking  active  steps  to 
increase  investment  in  the  basic  industries  and  services 
on  which  a  more  rapid  rate  of  development  would  depend. 
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While  a  shift  in  the  pattern  of  consumption  and  a 
shift  from  consumption  to  investment  appear  as  two  of 
the  major  problems  of  the  Philippine  economy,  a  serious 
menace  to  the  level  of  export  earnings  may  be  contained 
in  the  provisions  of  the  Bell  Act.  It  was  mentioned 
earlier  that  starting  in  1954  duties  would  be  imposed  on 
Philippine  sugar  entering  the  United  States  and  over  a 
period  of  20  years  these  duties  would  rise  to  the  normal 
level  of  United  States  duties.  While  the  provisions  of 
this  act  give  the  Philippine  industry  considerable  time 
to  make  the  required  adjustments  and  to  increase  pro¬ 
ductivity,  it  is  still  possible  that  considerable  difficulties 
might  be  experienced  long  before  the  full  amount  of  the 
duty  is  imposed  on  imports  from  the  Philippines. 

In  the  light  of  these  various  factors,  it  is  not  sur¬ 
prising  that  the  Philippine  Government  has  been  actively 
considering  the  possibility  of  a  revision  of  the  executive 
agreement  and  trade  pact  with  the  United  States.  A 
special  committee  appointed  by  the  National  Economic 


Council  for  that  purpose  is  proposing  the  following 
principal  changes:  First,  instead  of  the  gradual  increase 
in  tariff  duties  on  the  exports  of  the  United  States  and 
of  the  Philippines  to  one  another,  which  is  at  present 
contemplated,  the  committee  suggests  that  a  list  of  goods 
be  agreed  upon  in  which  trade  would  remain  free  and 
unimpeded  by  import  duties.  The  Philippines  intend 
to  ask  that  sugar  be  put  on  this  free  trade  list.  Second, 
the  clauses  in  the  existing  act  which  limit  the  power  of 
the  Philippine  Government  to  administer  the  national 
currency  and  to  tax  foreign  trade  should  be  eliminated. 
The  committee  also  suggests  a  revision  of  the  exceptional 
rights  at  present  granted  to  American  citizens. 

While  such  a  revision  may  place  the  government  in 
a  somewhat  better  position  to  deal  with  some  of  the 
readjustment  problems  it  faces,  it  can  do  no  more  than 
establish  conditions  that  would  facilitate  the  carrying  out 
of  constructive  and  far-reaching  development  policies. 


Chapter  18. 

THAILAND 


INTRODUCTION 

Agricultural  production  in  Thailand,  which  accounts 
for  about  60  per  cent  of  the  national  income,  recovered 
rapidly  after  the  war,  cereal  production  exceeded  the 
pre-war  level  already  in  1946/47,  and  agricultural 
production  as  a  whole  reached  147  per  cent  of  the 
1934-38  level  in  1951/52. 

Industry  is  limited  to  the  processing  of  primary 
products  for  export,  and  some  production  for  local 
consumption.  There  are  indications  of  substantial 
increases  in  investment,  both  by  the  government  and 
by  private  interests. 

The  world  shortage  of  rice  and  consequent  high 
prices  were  the  main  reason  for  the  continuous  expansion 
of  exports,  which  reached  a  peak  in  1951,  when  rubber 
and  tin  prices  were  also  unusually  high.  Since  the 
price  of  rice  continued  upward  in  1952,  Thailand  was 
not  seriously  affected  by  the  decline  in  rubber  and  tin 
prices.  It  was  only  in  1953,  with  the  start  of  a  decline 
in  the  rice  markets,  that  problems  of  readjustment 
became  serious. 

After  encouraging  imports  during  the  boom  period 
(for  instance  through  an  appreciation  of  the  currency), 
the  government  allowed  the  foreign  exchange  market  to 
find  its  own  equilibrium,  but  with  the  deterioration  of 
the  situation  toward  the  end  of  1953,  it  has  now  resorted 
to  quantitative  import  restrictions. 

PRODUCTION  AND  DEVELOPMENT 
Agriculture 

Rice,  the  most  important  crop,  is  cultivated  on 
over  90  per  cent  of  the  farmland,  and  accounts  for 
more  than  one  fifth  of  the  national  income  and  about 
one  half  of  exports.  The  rising  export  prices  of  rice, 
due  to  the  general  shortage  in  South-East  Asia,  have  not 
been  fully  reflected  in  the  domestic  price,  which  was 
largely  insulated  by  the  government  rice  export  mono¬ 
poly.  The  internal  price  has  however  risen  steadily 
though  more  moderately  and  has  provided  some  incentive 
to  the  producers. 


There  was  little  war  damage  and  production  tended 
to  increase  in  the  post-war  years  though  the  extent  of 
increase  over  pre-war  level  cannot  be  gauged  accurately 
owing  to  under-estimation  of  pre-war  crops.  In  1951/52 
a  bumper  crop  was  harvested  but  in  1952/53  output 
fell  by  10  per  cent  as  slight  drought  followed  by  floods 
in  several  western  and  west  central  provinces  reduced 
the  harvest  area  by  more  than  10  per  cent  and  the 
unseasonable  rainfall  in  some  central  provinces  damaged 
the  paddy  stocked  in  the  open  to  dry. 

There  has  been  no  appreciable  increase  in  yield 
per  unit  of  land,  but  an  agricultural  development  pro¬ 
gramme  is  under  way  aiming  at  higher  yields  especially 
by  improvement  and  extension  of  irrigation  and  most 
important  of  all,  the  rice  breeding  programme  for 
improved  seeds, 

A  major  irrigation  project  under  way  at  Chainat, 
that  will  provide  regular  water  supply  to  an  area  of  1 
million  hectares,  should  increase  rice  output  by  800,000 
tons.  The  cost  of  imported  equipment  is  financed  by 
a  loan  of  $18  million  from  the  International  Bank,  and 
the  progress  of  the  work  to  date  allows  the  hope  that 
it  will  he  completed  in  1958  as  scheduled. 

Research  is  also  being  carried  out  to  find  the 
optimum  fertilizer  combinations  for  various  soils  and 
to  improve  rice  seeds  by  selection  and  cross  breeding. 
In  the  next  four  years,  chemical  fertilizers  will  be  pur¬ 
chased  to  be  distrtibuted  at  cost  over  an  area  of  about 
54,000  hectares  of  paddy.  The  response  to  this  experi¬ 
ment  may  however  depend  on  the  relative  prices  of 
paddy  and  fertilizers. 

Owing  to  the  dangers  of  excessive  reliance  on  a 
single  crop,  the  government  is  encouraging  crop  diver¬ 
sification  and  animal  husbandry,  particularly  production 
of  previously  imported  items  such  as  jute,  cotton  and 
sugar.' 

Rubber,  with  a  total  planted  area  of  approximately 
600,000  acres,  is  grown  chiefly  for  export  in  small 
holdings  in  the  southern  provinces.  Production  and 
export  exceeded  the  pre-war  level,  even  in  the  early 
post-war  years,  and  reached  a  record  high  during  the 
1950-51  boom  but  have  since  declined.  The  recent  fall 
in  rubber  prices  and  the  drop  in  earnings  of  tappers 

1.  Gould,  Joseph  S.,  “Thailand,  a  developinK  economy,"  Indian 

Quarterly,  July-September,  1952,  p.  314. 
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who  work  on  a  share  basis  on  larger  holdings  have 
caused  hardships  in  the  rubber  growing  areas,  and  the 
government  is  taking  steps  to  assist  rubber  producers 
by  improvement  in  the  techniques  of  production,  pro¬ 
cessing  and  grading. 

Teak  and  yang  are  the  two  principal  timber 
products  in  Thailand.  At  present,  the  government 
.supervises  some  125,000  square  kilometres  of  teak  forests,^ 
which  are  under  regular  exploitation,  with  due  atten¬ 
tion  to  reforestation.  Teak  felling  has  steadily  increased 
since  the  end  of  the  war.  The  amount  of  teak  extracted 
in  1950  (245,000  cubic  metres)  was  about  3  times 
the  average  annual  extraction  during  1945-48.  Teak 
production  for  1951  was  estimated  at  258.651  cubic 
metres.2  Output  figures  for  1952  and  1953  are  not 
available.  Extraction  of  yang,  an  important  construc¬ 
tion  timber,  and  of  other  logs  decreased  moderately  in 
1952  as  compared  with  1951. 

Mining 

Tin,  wolfram,  antimony  and  lead  are  the  four 
relatively  important  minerals.  Much  of  the  n'n-mining 
equipment  was  damaged  or  allowed  to  deteriorate  during 
the  war  and  in  1947;  production  was  less  than  one 
tenth  of  the  pre-war  peak.  Starting  in  1948  tin  produc¬ 
tion  began  to  improve  considerably  and  reached  the 
post-war  peak  in  1950  with  an  output  or  14.6  thousand 
tons.  Since  then,  output  has  fallen  together  with  world 
prices.  The  appreciation  of  the  free-market  baht  early 
in  1952  also  was  a  severe  below  which  hit  small  mines 
hardest  and  a  number  of  them  closed  down.  Many 
larger  mines  were  operating  at  a  loss  because,  if  they 
closed,  the  reopening  cost  would  exceed  the  operating 
loss.  Total  output  of  all  tin  mines  declined  substantially 
during  the  first  three  quarters  of  1952.  In  September, 
foreign  exchange  which  tin  exporters  had  to  surrender 
to  the  Bank  of  Thailand  at  the  official  rate  was  reduced 
from  40  per  cent  to  20  per  cent  of  export  proceeds,  and 
this  change  restored  a  great  part  of  the  fall  in  earnings 
which  had  resulted  from  the  currency  appreciation.  As 
a  result,  the  output  of  tin  increased  substantially  during 
the  last  quarter  of  1952  and  remained  at  a  comparatively 
high  level  during  the  first  half  of  1953.  In  the  summer 
of  1953  tin  prices  fell  again  after  a  period  of  relative 
stability.  In  the  long  run,  production  of  existing  mines 
is  expected  to  decline  as  the  exhaustion  of  a  significant 
number  of  ore  beds  is  predicted  in  the  next  ten  years. 
A  number  of  mines  have  already  passed  their  optimum 
working  age  and  are  operating  at  considerably  increased 
cost.  Foreign  mining  interests  have,  according  to 
available  information,  made  no  new  investment  since 
1952.  To  help  the  tin  industry,  the  government  Is 
considering  a  halving  of  the  royalty  rate. 

1.  It  has  been  estimated  that  63  per  cent  or  approximately  324,300 

square  kilometres  of  the  total  land  area  is  under  forest  cover. 

Gould,  op.  eit.,  p.  136. 

2.  The  above  information  on  teak  is  from  Thailand — Summary  of 

Basie  Eonomie  Information,  U.S.  Department  of  Commerce, 

Business  Information  Service,  World  Trade  Series,  No.  389,  May 

1953. 


Production  of  wolfram  and  lead  followed  a  trend 
similar  to  tin,  and  wolfram  producers  are  also  reported 
to  be  in  a  difficult  position. 

T  ransport 

The  railway  system  which  operated  3,272  kilometres 
before  the  war  was  badly  dislocated  by  wartime 
bombing.® 

Post-war  rehabilitation  progressed  steadily  with  the 
assistance  of  a  $3  million  loan  from  the  International 
Bank  and  United  States  Aid.  Almost  two  thirds  of  the 
loan  is  being  spent  to  re-equip  the  railway  workshops 
at  Makkasan,  Bangkok,  and  the  rest  for  signalling 
equipment.  After  considerable  initial  delays,  construc¬ 
tion  is  now  going  forward  satisfactorily,  and  the  work¬ 
shops  are  likely  to  be  completed  in  1954.  The  signalling 
equipment  is  arriving  and  some  has  already  been 
installed.* 

In  1952,  three  major  bridges  destroyed  during  the 
war  were  replaced,  and  railway  operation  approached 
pre-war  level,  carrying  68  million  ton-kilometres  of 
freight  in  March  1953  against  a  monthly  average  of  25 
million  in  1948. 

Highways  so  far  have  been  used  chiefly  as  feeders 
to  the  railway  and  river  systems.  However,  the  govern¬ 
ment  is  undertaking  to  construct  in  the  next  few  years 
a  system  of  trunk  roads  with  a  total  length  of  nearly 
5,500  kilometres  and  of  provincial  roads  with  a  total 
length  of  8,700  kilometres. 

This  programme,  for  which  a  loan  has  been  under 
discussion  with  the  International  Bank,  would  increase 
more  than  three  fold  the  existing  road  mileage.  It  is 
reported  that  600  kilometres  of  new  highways  are  to 
be  opened  to  traffic  in  1953,  as  compared  with  300 
kilometres  opened  in  1952  and  233  kilometres  in  1951.'’ 

The  waterways  which  connect  four  rivers  by  a 
system  of  artificial  canals  are  the  most  important  means 
of  inland  transport  carrying  more  than  three  fourths  of 
the  country’s  freight  traffic.  The  number  of  licensed 
river  craft  has  been  reduced  since  pre-war,  but  the  size 
of  boats  and  the  number  of  those  operated  by  motors 
have  increased.® 

The  development  of  the  Bangkok  port  has  been 
financed  by  an  International  Bank  loan  of  $4.4  million. 
The  greater  part  of  the  loan  is  being  used  to  finance 
the  foreign  exchange  cost  of  dredging  a  canal  through 
the  sand  bar  at  the  mouth  of  the  Chao  Phya  river,  to 
enable  larger  vessels  to  enter  the  port  of  Bangkok.  The 


3.  BridKcs,  principal  stations,  repair  shops,  about  50  per  cent  of  the 
rolling  stock,  signal  equipment,  etc.  were  either  completely  destroy¬ 
ed  or  made  unusable. 

4.  International  Bank  for  Reconstruction  and  Development,  Annual 
Reports.  1960/51,  1951/52  and  1952/53. 

5.  Bangkok  Post,  11  October  1952. 

6.  Licensed  river  craft  in  1950  totalled  34,263,  as  compared  with 
72,000  licensed  in  1939.  Of  the  traffic  craft,  3,511  are  motor- 
driven  against  only  2,000  in  1939.  See  Thailand — Summary  of 
Basic  Economic  Information,  op.  cit. 
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rest  is  being  used  to  finance  cargo-handling  equipment 
at  the  port  terminal,  and  navigation  aid  in  port  waters. 
The  project  should  increase  the  port  capacity  and  reduce 
cargo  handling  costs  by  the  elimination  of  lighterage 
and  trans-shipment  charges.  The  dredging  work  which 
has  been  delayed,  may  be  completed  in  1954'. 

Fuel  and  power 

The  rapid  increase  in  demand  for  electricity  in  the 
Bangkok  area  has  resulted  in  overloading  the  generating 
facilities.  New  generators  are  being  installed,  and  the 
situation  had  substantially  improved  by  the  end  of  1953. 
A  new  power  station  with  a  capacity  of  20,000  kw  Is 
proposed  for  Bangkok  and  Thonburi;  it  would  take 
three  years  to  build  at  a  cost  of  2.5  million  baht. 
Surveys  are  being  made  of  possible  locations  for  hydro¬ 
electric  projects  in  the  northern  part  of  the  country.^ 

Wood  is  at  present  the  main  fuel,  but  cannot  meet 
the  expanding  requirements  of  the  economy.  Lignite 
deposits  are  known  to  exist  but  their  development  is 
yet  to  be  completed.  Petroleum  is  known  to  exist  in 
the  province  of  Chiengmai,  but  the  extent  of  resources 
is  still  to  be  determined. 

Industry 

Industrial  development,  which  is  so  far  limited  in 
scope,  has  been  handicapped  by  the  lack  of  fuel,  power 
and  technical  personnel.  The  government  which  has 
established  and  operated  a  number  of  factories  is  at 
present  stressing  the  investment  in  power  and  transport. 
Until  considerable  improvement  in  the  power  supplv 
results  from  the  hydro-electric  projects,  no  great  strides 
in  industry  can  be  expected. 

The  progress  in  the  main  industries  is  briefly 
described  below; 

Cement  production  expanded  rapidly  in  response 
to  the  high  post-war  level  of  demand,  and  an  extension 
of  the  present  capacity  of  20,000  tons  a  month  is 
planned.  The  establishment  of  another  cement  factory 
to  supply  the  construction  requirements  of  the  Irrigation 
Department  is  being  considered. 

The  establishment  of  a  steel  mill  is  under  study 
by  the  government  and  by  a  number  of  Japanese  com¬ 
panies  who  are  also  interested  in  developing  the  high 
grade  iron  ore  deposits  which  have  been  found  in  the 
western  part  of  the  country. 

The  one  cotton  mill  in  Bangkok,  with  21,000 
spindles  which  supplied  over  half  the  requirements  of 
the  handloom  industry,  proved  incapable,  in  the  absence 
^f  import  duties  on  yarn,  of  withstanding  competition 
from  imports  after  the  appreciation  of  the  baht  in  1952. 
The  mill  was  declared  bankrupt  in  the  middle  of  1953 
and  is  at  present  being  reorganized. 

1.  There  is  also  widespread  althoufrh  small-scale  electricity  genera¬ 
tion  in  other  municipalities  and  by  private  concerns. 


A  ghss  factory,  which  started  operating  at  the 
beginning  of  1953  with  Australian  capital,  is  now 
producing  one  million  bottles  a  month.  The  govern¬ 
ment  has  raised  import  duties  on  bottles  to  offset  the 
duties  that  had  to  be  paid  on  imported  raw  materials. 

The  government  is  building  an  additional  factory 
to  manufacture  gunny  bags.  When  it  is  completed, 
domestic  output  should  reach  some  15  million  bags  a 
year,  enough  to  cover  three  quarters  of  the  country’s 
requirements. 

There  are  several  other  factories  producing  soap 
and  other  consumer  goods,  and  the  government  is  also 
running  factories  manufacturing  paper,  sugar,  alcohol, 
and  rubber  goods.  Plans  have  been  made  for  the 
erection  of  more  plants,  particularly  for  chemicals,  with 
the  expected  participation  of  foreign  capital  and  technical 
experience. 

While  government  investment  has  greatly  expanded, 

there  are  at  present  no  announced  priorities  in  the 

allocation  of  funds.  Projects  are  prepared  by  the 

ministries  or  departments  and  then  submitted  to  the 

Cabinet.  Even  Cabinet  approval  does  not  mean  how¬ 
ever  that  the  project  is  immediately  put  into  operation, 
since  this  depends  on  the  availability  of  funds.  Projects 
can  thus  remain  on  paper  until  they  are  incorporated  in 
the  government  budget.  In  1952,  the  government  has 
set  up  a  planning  committee  to  study  existing  projects 
and  to  recommend  investment  priorities. 

EXTERNAL  TRADE  AND  PAYMENTS 

Despite  continuous  increases  in  the  value  of  imports, 
the  balance  on  account  of  goods  and  services  showed 
sizable  surpluses  between  1947  and  1951,  mainly  because 
of  the  persistent  rise  in  both  the  price  and  the  quantity 
of  rice  exports.  During  1950/51  the  high  prices  of 
rubber  and  tin  also  contributed  to  the  increase  in 
foreign  exchange  earnings.  The  surplus,  however, 
turned  in  1952  into  a  deficit  which  grew  larger  in  the 
first  half  of  1953.^  While  imports  continued  to  increase 
during  this  period,  export  earnings  fell,  owing  chiefly 
to  the  falling  prices  of  rubber  and  tin  and  the  decline 
in  minor  exports  due  to  the  appreciation  of  the  free- 
market  rate  of  the  baht.  In  addition,  there  were  large 
non-monetary  gold  imports  which  in  1952  apparently 
more  than  offset  the  trade  surplus  and  in  the  first  half 
of  1953  were  far  larger  than  the  deficit  on  merchandise 
account.  The  increase  in  the  deficit  on  services  was 
also  notable  in  the  first  half  of  1953. 

The  Bank  of  Thailand  used  some  of  the  liquid 
foreign  assets  which  were  accumulating  in  1951  to 
purchase  $66.4  million  of  International  Bank  sterling 
bonds.  It  appears  that  a  large  part  of  these  bonds  had 

2.  The  magnitude  of  the  deficit  in  the  first  half  of  1963  might  be 
exaggerated  owing  partly  to  the  possible  under-valuation  of  private 
rice  exports,  thus  accounting  for  the  unsually  large  errors  and 
omissions  in  the  balance  of  payments. 
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Chart  37 

THAILAND:  VALUE  OF  EXPORTS  AND  IMPORTS 


a.  Jan-Jun  at  annual  rate. 

been  sold  in  1952  since  the  Bank’s  liquid  foreign  assets 
increased  in  spite  of  a  deficit  on  current  account.  In 
the  first  half  of  1953,  foreign  reserves  showed,  for  the 
first  time  since  1948,  a  small  decline. 

Exports  and  export  control 

Rice  is  the  major  export  commodity  which  accounted 
for  about  one  half  of  the  total  export  earnings  in  the 
post-war  period;  it  is  followed  by  rubber,  tin  and  teak 
in  that  order.  Almost  all  foreign  exchange  earnings 
from  rice  expors  and  a  minor  part  of  those  from  rubber 
and  tin  exports  must  be  surrendered  to  the  Bank  of 
Thailand  at  the  ofiicial  exchange  rate.  Other  exchange 
earnings  can  be  sold  on  the  free  market. 

In  1952  and  1953,  approximately  two  thirds  of 
rice  exports  were  sold  under  government-to-government 
contracts,  and  the  rest  exported  privately,  usually  at 
substantially  higher  prices.  The  government  has 
succeeded  in  isolating  the  domestic  price  from  fluctua¬ 
tions  in  export  prices  by  keeping  its  internal  procure¬ 
ment  price  steady  and  by  a  rigorous  system  of  export 
control  over  private  trade.  In  order  to  obtain  a 
licence  to  export  1  ton  of  rice,  millers  must  sell  5  tons 
to  the  government  at  a  price  that  has  remained 
unchanged  since  1948  and  at  times  could  not  cover  the 
miller’s  costs.  The  proportion  of  permitted  exports 
(so-called  “inducement  rice”)  to  deliveries  to  the 
government  has  varied  from  time  to  time  and  is  so 
calculated  that  the  profits  on  the  one  are  largely  offset 
by  the  losses  on  the  other. 

Besides,  the  government  also  sells  export  licences 
to  approved  dealers  (so-called  free  quota  rice)  for  a 
premium  that  is  calculated  on  the  basis  of  the  difference 
between  the  domestic  and  the  foreign  free  market  price. 


The  government  sells  to  the  Bank  of  Thailand  at  the 
official  rate  of  exchange  its  export  earnings  and  private 
traders  must  turn  in  an  equivalent  amount  of  foreign 
currency  per  ton  exported.  If  they  succeed  in  obtaining 
a  higher  price  the  remainder  can  be  sold  on  the  free 
market.  Because  of  these  quantitative  controls  and 
these  various  types  of  export  duties,  traders  and  millers 
have  no  incentive  to  bid  up  the  domestic  price. 

Favoured  by  strong  foreign  demand  and  high 
export  prices,  rice  exports  followed  the  rising  trend  of 
production  until  1951,  but  in  1952  they  fell  by  9  per 
cent,  in  spite  of  the  fact  that  the  1951/  52  crop  was 
10  per  cent  higher  than  the  previous  year’s.  The 
government  decided  early  in  1952  to  limit  exports. 
Export  quotas  were  reduced,  and  export  prices  were 
raised  by  about  7  per  cent  for  government  contracts. 
Free  market  export  prices  which  were  already  higher 
rose  even  more.  In  the  last  quarter  of  1952,  export 
quotas  were  announced  rather  late  and  prices  went  up 
again,  by  about  11  per  cent  in  the  case  of  government 
rice. 

Buyer’s  resistance  to  the  high  prices  became 
evident  in  1952/  53,  supported  by  a  world-wide  increase 
in  rice  production  and  the  continuing  shift  in  consump¬ 
tion  from  rice  to  other  grains.  Thus  early  in  1953 
although  the  government  deferred  the  conclusion  of 
export  contracts,  there  was  no  rush  to  buy  free  market 
rice.  Exports  of  “free  quota”  rice  were  further  dis¬ 
couraged  by  the  increase  in  the  premium  payable  by 
private  exporters  from  $20  to  $30  per  ton,  and  by  the 
increase  from  4.5  to  5  tons  in  required  sales  to  the 
government  for  each  ton  of  “inducement  rice”  exported. 
Private  exporters  therefore  found  it  more  difficult  to 
make  price  concessions  in  foreign  markets  where  com¬ 
petition  between  sellers  was  gradually  becoming  keener. 

The  large  crop  and  reduced  exports  in  1952  resulted 
in  a  big  carry-over. 

While  Ceylon  and  the  Philippines  were  not  buying 
any  rice  in  1953,  India  and  Indonesia,  which  had  been 
important  customers  in  1951  and  1952,  reduced  their 
purchases  to  a  very  small  amount.  Hong  Kong,  Japan 
and  some  other  countries  imported  more  Thai  rice  in 
1953  than  in  1952.  Total  rice  exports  in  1953,  at  1,340 
thousand  tons,  were  about  6  per  cent  below  that  in  1952. 
At  the  end  of  October,  the  government  lowered  its 
contract  price  (the  so-called  “f.o.b.  charges”  were 
reduced  from  $20  to  S14),  while  prices  of  “free”  export 
rice  were  falling  on  the  international  markets.' 


1.  Price  of  6  per  cent  broken  Thai  "free”  rice  in  the  Singapore  mar¬ 
ket  dropped  from  H.‘:43.00  per  picul  on  17  August  to  $M41.50  on 
28  September  1953.  In  mid-April  the  price  was  M*47.00  {Bang¬ 
kok  Post,  30  September,  1963). 
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THAILAND;  EXPORTS  OF  PRINCIPAL  COMMODITIES 


Quantity:  Thousand  tons 
Value:  Million  dollars 


R I C  E»  j 

RUBBER 

T  I  N 

Quantity  I 

Value 

1 

Quantity 

Value  1 

Quantity 

Value 

1951 

Jem-Jun . 

799 

98.2 

54.9 

58.8 

6.2 

12.2 

Jul-Dec . 

778  , 

100.0 

54.9 

45.0 

6.3 

10.5 

1952 

Jon-Jun . 

735 

104.6 

48.9 

29.3 

5.8 

9.3 

Jul-Dec . 

690 

105.6 

50.6 

24.8 

7.2 

12.1 

1953 

Jan-Jun . 

720 

1  113.5 

48.9 

21.9 

6.9 

11.1 

Jul-bct . 

401 

!  62.9 

31.6 

4.3 

5.3 

Jul-Dec . 

620 

98.2 

j  11.7 

Source:  Bank  of  Thailanl. 

a.  Including  donations.  Value  includes  f.o.b.  charges  and  premium. 


In  the  first  days  of  1954,  the  Thai  government 
announced  that  it  was  prepared  to  lower  its  export  price. 
Internal  prices  had  already  declined  owing  to  the 
accumulation  of  stocks. 

Export  earnings  from  rubber  fell  by  half  in  1952 
as  compared  with  1951  and  by  one-third  in  1953 ^  as 
compared  with  1952,  owing  chiefly  to  the  considerable 
fall  in  prices.  The  Thai-United  States  rubber  purchase 
agreement  lapsed  at  the  end  of  1952  and  was  not 
renewed.  While  it  had  routed  all  Thai  rubber  exports 
to  the  United  States  market,  it  did  nothing  to  support 
the  price.  Under  the  terms  of  a  one-year  agreement 
concluded  in  September  1953,  Japan  agreed  to  buy  Thai 
rubber  to  a  total  value  of  $1  million.  The  appreciation 


1.  Aa  indicated  by  the  annual  rate  of  the  first  ten  months. 


TABLE  SI 

THAILAND:  RICE  EXPORTS 

Thousand  tons 


To  j 

1950 

1 

1951  ! 

1952 

1953 

India  . | 

88 

230  1 

176 

4 

Indonesia  . 

90 

180 

220 

49 

Philippines . 

6 

109 

31 

— 

Ceylon . 

30 

— 

16 

— 

Maloya . 

467 

406 

377 

377 

Hong  Kong  . 

191 

1  115 

172 

^  235 

Japan  . 

318 

1  336 

1  306 

476 

Korea . 

— 

40 

47 

1  99 

Other  countries  . . 

299 

1  161 

1  80 

1  100 

Total  exports  . . 

1,489 

i  1,577 

1,425 

!  1,340 

Total  production  of 
paddy  . 

i 

6.684 

6,782 

7,325 

i  6,602 

1  (1949/50) 

1 

1  (1950/51) 

(1951/52) 

1 

(1952/53) 

Sources:  National  Economic  Council  and  Bank  of  Thailand. 


of  the  free  market  baht  early  in  1952  and  the  require¬ 
ment  to  surrender  to  the  Bank  of  Thailand  20  per  cent 
of  the  exchange  earned  on  rubber  exports  at  oflicial 
rates  affected  the  competitive  position  of  Thai  rubber 
on  the  world  market,  in  a  period  of  falling  prices. 

Tin  exports  rose  in  the  second  half  of  1952  and 
the  first  quarter  of  1953,  because  of  higher  profits 
following  the  reduction  in  the  proportion  of  exchange 
earnings  that  had  to  be  surrendered  to  the  Bank  of 
Thailand  at  oflicial  rates.  Exports  fell  in  response  to 
the  April  1953  fall  in  tin  prices:  in  May  they  were 
only  883  tons  as  compared  with  1,417  tons  in  March. 
They  have  risen  again  since  June. 

Exports  of  timber  had  risen  up  to  1951  when  the 
high  price  of  teak  diverted  foreign  demand  to  substitutes, 
while  exports  of  other  types  were  banned  in  order  to 
conserve  supplies  for  the  home  market.  Owing  to  the 
deterioration  of  the  balance  of  payments  position,  this 
ban  has  been  lifted  since  July  1953.^ 

Imports  and  import  policy 

Up  to  November  1953,  Thailand  had  made  very 
limited  use  of  quantitative  import  restrictions,  but  had 
relied  on  multiple  exchange  rates.  The  official  rate  of 
35  baht  to  the  pound  applies  to  the  bulk  of  exports— rice 
and  part  of  the  proceedings  from  tin  and  rubber,  while 
it  is  used  only  for  a  very  limited  range  of  imports, 
mostly  government  procurement.  The  Bank  of  Thailand 
sold  part  of  its  excess  foreign  exchange  receipts  to  the 
commercial  hanks  at  the  rate  of  45  baht  to  the  pound 
for  the  purchase  of  a  wide  range  of  permitted  imports. 
Exchange  for  other  imports  and  for  invisible  payments 
had  to  be  obtained  from  the  free  market  which  is  fed 


2.  No  data  have  been  available  since  1960  on  other  commodity  ex¬ 
ports,  because  of  the  reorganization  still  in  progress  of  customs 
statistics. 
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by  part  of  the  proceeds  of  rubber  and  tin  exports,  as 
well  as  by  those  from  other  minor  exports.  The  Bank 
of  Thailand  has  on  occasion  intervened  in  the  free 
market  by  selling  additional  supplies  of  exchange  to  the 
banks.  The  Bank  can  also  affect  the  demand  for 
exchange  on  the  free  market  by  changing  the  list  of 
commodities  for  which  it  is  prepared  to  supply  sterling 
at  the  rate  of  45  baht.^ 

Tie  value  of  imports  has  increased  continuously 
since  1948  as  a  result  of  the  expansion  in  money  income 
arising  from  the  export  boom  and  the  considerable  rise 
in  government  expenditure.  In  1952  and  1953,  although 
export  proceeds  declined,  the  great  increase  in  govern¬ 
ment  expenditure  and  in  the  budget  deficit  helped  to 
sustain  import  demand.  In  order  to  lower  the  cost  of 
living,  the  government  instructed  the  Bank  of  Thailand 
in  February  1952  to  reduce  its  selling  rate  of  sterling 
from  51  baht  to  45  baht  per  pound,  an  appreciation  of 
13  1/3  per  cent.  As  a  result,  large  imports  were 
financed  by  sterling  which  the  Bank  of  Thailand  had  to 
supply  to  the  free  market  to  support  its  new  rate. 

The  commercial  banks’  selling  rates  showed  a 
smaller  appreciation  and  the  Bank  of  Thailand  imposed 
exchange  control  on  capital  movements  and  outward 
remittances.^  The  commercial  banks’  rates  came  close 
to  the  Bank’s  rate  in  July  and  remained  stable  up  to 
February  1953,  owing  possibly  to  large  Bank  sales  of 
sterling  to  the  commercial  banks. 

Gold  imports  when  permitted  by  the  Ministry  of 
Finance  are  also  financed  by  foreign  exchange  available 
in  the  free  market.  Before  November  1952,  no  permits 
were  given.  Since  then,  the  sole  right  to  import  gold 
was  given  to  a  newly  organized  financial  syndicate,^ 
which  was  importing  a  monthly  average  of  §3  million 
of  gold  in  the  first  half  of  1953. 

In  view  of  the  recent  adverse  change  in  the  balance 
of  payments  and  the  declining  government  revenue,  a 
bill  raising  import  duties  on  many  non-essential  goods 
(including  pianos,  gramophones,  records,  automobiles, 
liquors,  refrigerators,  etc.)  was  passed  in  September 
1953. 

The  foreign  exchange  supply  deteriorated  in  1953 
with  the  fall  in  the  value  of  exports.  In  March  the 
Bank  started  to  reduce  the  number  of  commodities  for 


1.  For  imports  of  non-essentials  from  Japan  the  rate  which  are  very 
close  to  commercial  banks’  rates  are  announced  by  the  Bank  of 
Thailand  fortnightly. 

2.  Since  May  1952  exporters  have  been  required  to  sell  to  or  deposit 

their  foreign  exchange  proceeds  with  authorzied  banks  or  exchange 
dealers.  Since  March  1952  remittances  for  family  maintenance 
abroad  and  expenses  for  foreign  travelling  are  limited.  Any  ex¬ 
cess  requirement  and  capital  transactions  have  to  be  approv^  by 
the  Bank  of  Thailand.  ’ 

3.  The  syndicate,  with  12  leading  banks  as  its  share-holders,  sells 
gold  to  some  large  gold  companies  for  resale  to  local  gold  shops. 
It  was  explained  that  while  the  smuggled  imports  of  gold  would 
be  difficult  to  prevent,  permission  of  legal  imports  would  raise 
revenue  for  the  government  from  the  special  fees  charged  and 
supply  the  people  with  better  quality  gold  at  reasonable  prices. 
It  seems  that  the  government  has  no  intention  to  discourage  gold 
hoarding.  Some  of  the  gold  may  however  be  re-exported. 


which  it  was  prepared  to  sell  sterling  exchange,  and  the 
free  rate  of  the  baht  fell  as  a  consequence.  Political 
fears  caused  by  the  brief  invasion  of  Laos  in  May 
caused  a  further  depreciation.  As  the  sterling  reserves 
of  the  Bank  declined,  new  commodities  were  struck  off 
the  list  of  imports  financed  at  the  Bank  rate.  Increased 
demand  and  falling  supply  on  the  free  market  caused 
a  continued  fall  in  the  baht  rate  to  57  baht  to  the 
pound  in  October.  The  fall  in  the  value  of  the  currency 
was  arrested  by  imposing  import  controls  over  a  wide 
variety  of  goods  in  November.  Despite  the  immediate 
rise  in  the  value  of  the  currency  which  followed,  this 
measure  missed  its  declared  purpose  of  bringing  down 
the  cost  of  living,  since  scarcities,  real  or  anticipated, 
drove  up  substantially  the  prices  of  most  imported 
commodities. 

PUBLIC  FINANCE,  MONETARY  POLICY  AND 
INFLATION 

The  two  most  important  factors  affecting  the  mone¬ 
tary  situation  have  been  the  balance  of  payments  and 
the  government  budget. 

Considerable  caution  is  however  necessary  in  inter¬ 
preting  the  monetary  impact  of  the  balance  of  payments 
surpluses.  Owing  to  government  export  of  rice  and  to 
the  multiple  exchange  rate  system,  a  substantial  part  of 
export  earnings  accrue  to  the  government  Rice  Bureau 
(arising  from  the  difference  between  the  government 
domestic  procurement  price  and  its  export  price),  while 
the  exchange  profits  of  the  Bank  of  Thailand,  arising  from 
the  difference  between  the  buying  rate  of  baht  to 
the  pound  and  the  selling  rate  of  45  baht,  lessen  the 
amount  of  currency  created  by  an  e.xport  surplus.  These 
arrangements  meant  that  farm  incomes  remained  fairly 
stable  throughout  the  export  boom  and  that  foreign 
trade  had  a  deflationary  bias  since  each  dollar  of 
imports  absorbed  more  currency  than  was  created  by 
a  dollar  of  exports. 

The  profits  of  the  Rice  Bureau  are  regarded  as 
part  of  the  government  revenue,  and  are  therefore  not 
shown  separately  in  table  55,  which  summarizes  the 
main  expansionary  and  contractionary  forces  at  work 
in  the  economy.  The  exchange  profits  of  the  Bank,  on 
the  other  hand,  are  not  transferred  directly  to  the 
government,  and  are  therefore  shown  as  a  deduction 
from  the  balance  of  payments  surplus.’ 

By  1949,  the  expansion  in  physical  production  and 
in  the  availability  of  goods,  the  budgetary  surplus  and 
the  siphoning  off  of  purchasing  power  by  the  Bank 
ahd  brought  under  control  the  inflationary  pressures 
inherited  from  the  immediate  aftermath  of  the  war. 


4.  The  dollar  figures  of  the  balance  of  payments  have  been  converted 
into  baht  at  the  official  rate  of  exchange.  The  resulting  baht 
figure,  less  the  exchange  profit  of  the  Bank,  indicates  approxinuite- 
ly  the  total  monetary  effect  of  foreign  trade,  including  of  course 
the  creation  of  deposits  in  favour  of  the  government  from  its  pro¬ 
fits  on  rice  exports. 
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TABLE  55 


THAILAND:  FACTORS  FOR  MONETARY  EXPANSION  AND  CONTRACTION 


Million  baht 


1949 

1950 

1951 

1952 

1953 

First  half 

Balance  oi  payments  on  cunent  account* 

523 

756 

728 

—223 

—440 

Exchange  profits'* . 

340 

259 

181 

583 

287 

Increase  in  loans  and  advances  oi  commercial  banks 

33 

132 

124 

252‘‘ 

Government  accounts  . 

29 

—125 

—713 

—761 

-748*' 

Increase  in  money  supply  . 

226 

860 

940 

25 

342 

Total  money  supply  (end  oi  the  period)^ . 

3,107 

3,967 

4,907 

4,932 

5,274 

Sourcet:  Ministry  of  Finance,  Bank  of  Thailand.  r.  First  five  months. 

il.  Balance  at  actual  revenue  and  half  of  estimated  budget  expendi- 

a.  Goods,  services  non-monetary  gold  and  private  donations.  Dollar  ture. 

figures  converted  at  the  official  rate  of  exchange.  e.  Includintr  notf-s  in  circulation  and  demand  deposits  of  commercial 

b.  Estimated  on  basis  of  "Other  deposits'*  in  the  Bank  of  Thailand’s  banks, 

returns. 


The  boom  of  1950-51  brought  about  a  re-emergence 
of  inflation.  Despite  the  rapid  rise  in  government 
revenue,  expenditure  rose  faster  and  the  1949  surplus 
was  turned  into  a  deficit  of  widening  magnitude.  The 
rapid  rise  in  expenditure  was  due  to  increased  outlays 
on  defence,  higher  pay  to  the  civil  service  as  the  cost 
of  living  increased,  and  a  particularly  rapid  growth 
in  capital  expenditure,  which  has  been  accounting  for 
an  increased  share  of  both  total  expenditure  and  national 
income. 

In  addition,  the  large  balance  of  payments  surplus 
was  offset  to  a  small  degree  only  by  the  Bank’s  exchange 
profits.  The  result  of  these  forces  can  be  measured  in 
the  rapid  rate  of  currency  expansion  in  1950  and  1951. 

The  threat  of  inflation  was  increased  in  1952  by 
the  sizable  government  deficit,  the  continuous  rise  in 
the  export  price  of  rice  which  caused  the  domestic 
wholesale  price  to  rise  by  12  per  cent  in  the  year,  and 
the  bumper  rice  crop  which  resulted  in  a  great  expan¬ 
sion  in  money  incomes. 

Currency  appreciation  was  carried  out  in  February 
1952  in  order  to  counter  these  dangers.  The  volume  of 
imports  rose  steeply  as  a  consequence,  while  exports 
were  discouraged  and  the  balance  of  payments  turned 
into  a  deficit  which,  together  with  the  increase  in 
exchange  profits  of  the  Bank,  offset  the  effect  of  the 
government  deficit:  currency  circulation  remained  almost 
unchanged.  Domestic  prices  of  imported  goods  fell 
by  nearly  23  per  cent  between  the  second  half  of  1951 
and  of  1952,  without  however  much  effect  on  the  cost 
of  living  of  the  working  classes  of  which  imports  are 
but  a  small  component. 

Government  revenue  increased  again  in  1953  largely 
as  a  result  of  the  introduction  of  a  few  new  taxes  and 
of  increases  in  tax  rates  which  affected  business  taxes, 
import  duties,  purchase  taxes  and  alien  registration  fee. 
The  budget  deficit  was  however  larger  than  the  actual 


Chart  38 
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deficit  of  1952.  The  government  has  received  large- 
scale  borrowing  powers  to  finance  capital  outlay'  and 
has  borrowed  from  the  Bank  both  foreign  exchange  and 
the  Bank’s  exchange  profits. 

The  figures  in  table  55  would  suggest  a  situation 
of  monetary  equilibrium  in  1953,  with  the  government 
deficit  being  offset  by  the  exchange  profits  of  the  Bank 
of  Thailand  and  the  import  surplus.  However,  as  men- 

1.  The  Loan  Act  for  Reconstruction  and  Development  was  passed 
early  in  1953,  empowering;  the  Kovernment  to  borrow  up  to  1,200 
million  baht  in  foreign  exchange  from  the  Bank  of  Thailand  and 
2,800  million  baht  in  local  currency  from  the  public. 
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tioned  above,  it  appears  that  the  balance  of  payments 
deficit  for  the  first  half  of  the  year  was  considerably 
overstated.  The  rise  in  bank  advances,  essentially  to 
finance  the  large  rice  inventories,  was  also  an  inflationary 
factor,  which,  together  with  the  government  deficit, 
accounted  for  the  increases  in  money  supply  and  prices 
which  had  occurred  in  1953. 

While  the  balance  of  payments  deficit  of  1952  had 
been  the  result  of  deliberate  government  policy,  and 
was  easily  met  from  the  reserves  of  the  Bank,  even 
the  small  deficit  for  the  first  half  of  1953  created 
difficulties  for  the  Bank,  because  of  its  desire  to  keep 
the  currency  issue  backed  by  a  high  ratio  of  foreign 
exchange  holdings.  While  the  rise  in  money  supply 
might  have  been  responsible  as  much  as  the  foreign 
trade  deficit  for  the  stringency  in  exchange  availability, 
the  Bank  found  itself  incapable  of  backing  the  govern¬ 
ment  policy  of  lowering  the  cost  of  living  through  appre¬ 
ciation  of  the  currency,  as  had  been  done  early  in  1952. 
It  proved  necessary  to  impose  import  restrictions  in 
November  in  order  to  sustain  the  higher  rate  desired 
by  the  government,  since  the  Bank  was  unwilling  to 


finance  the  higher  rate  of  imports  that  would  otherwise 
have  resulted  from  cheaper  import  prices.  The  inflation¬ 
ary  consequences  of  this  policy  have  already  been 
mentioned. 

CONCLUSION 

Thanks  to  its  favoured  export  position  and  to  the 
monetary  policy  of  the  Bank,  the  Thai  economy 
experienced  in  the  last  few  years  both  a  rapid  rate  of 
growth  and  a  greater  measure  of  stability  than  was 
common  among  countries  of  the  region.  Problems  of 
adjusting  the  economy  to  a  lower  level  of  export  prices 
had  barely  made  their  appearance  by  the  end  of  1953. 
Serious  difficulties  might  however  occur  in  1954  if  export 
prices  were  to  decline  substantially,  as  the  government 
accounts  are  already  in  substantial  deficit  despite  the 
current  high  level  of  revenue.  The  government  may 
have  to  choose  between  decreasing  its  rate  of  investment 
and  other  measures  of  budgetary  economy,  steps  to 
promote  exports  and  discourage  imports  may  prove 
necessary  as  well. 
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SPECIAL  TABLES 


A.  PRODUCTION  OF  SELECTED  AGRICULTURAL  PRODUCTS 


AREA  (1,000  hectares) 

PRODUCTION  (1,000  Ions) 

1934-38 

average 

1950/51 

1951/52 

1952/53  1 

1953/54 

1934-38 

average 

1950/51 

1951/52 

1952/53! 

1953/54 

RICE  (paddy) 

Burma . 

4,931 

3,831 

3,816 

i.OOO 

j 

6,971 

5,200 

5,500 

5,841 

Cambodia . 

1,086 

1,180 

1,112 

••  1 

d 

1,301 

1,440 

1,410 

China  (Taiwan  only)  .... 

666“ 

770 

780 

785 

1,642“ 

1,950 

2,050 

2,100 

*,jbo 

India . 

25,081b 

30,810 

29,811 

30,219 

27,296  , 

34,182b 

30,862 

31,609 

35,698 

Indonesia . 

eM3 

6,041 

6,440 

6,530 

i 

9,987 

8,615 

9,180 

9,660 

Japan  . 

3,169 

2,994 

3,004 

3,004 

.3,015 

11,501 

12,064 

11,302 

12,404 

10,527 

Korea  (south) . 

1,216= 

1.010 

915 

l,tt5 

1,230 

2,726= 

2,935 

2,560 

2,929 

3,000 

Laos . 

850 

765 

800 

d 

570 

502 

500 

Pakistan . 

7,562b 

9,065 

9,098 

9,314 

ll,i69b 

12,490 

11,800 

12,211 

Philippinos . 

1,990 

2,292 

2,466 

2,456 

1.715  j 

2,179 

2,765 

2,831 

3,144 

Thailand . 

3,370 

5,295 

5,736 

5,130 

4,357 

6,782 

7,325 

6,602 

6^038 

Viet-Nam . 

1,650 

1,869 

1,924 

d 

2,210 

2,564 

2,633 

WHEAT 

China  (Taiwan  only)  .... 

1 

18 

14 

li 

1  1 

19 

15  1 

16 

India . 

10,802 

9,758 

9J46 

9,403 

9,726 

7411  ! 

6,391 

6,462 

5,861 

6,870 

Japan  . 

684 

764 

733 

720 

635 

1,288  1 

1,338  1 

1,490  1 

1,537 

1,375 

Pakistan . 

3,766^ 

4,336 

4,383 

4,142 

S.359 

3,183  1 

4,022  ! 

4,016  1 

3,112 

2,617 

SUGAR 

China  (Taiwan  only) 

Centrifugal  (row  value) 

i 

l,073s  i 

1 

356  I 

1 

552  1 

762 

India:  Centrifugal  (raw  value) 

1,326b 

1,708 

1,939 

1,771 

1,532 

1,090b  1 

1,350  ! 

1,780  1 

1,590 

Non-centrifugal;  Gur 

2,800b  1 

3,180  1 

3,330 

3,360 

Philippines:  Centrifugal  (row  value) 

241h 

i40 

ies 

200 

960b  i 

848  ' 

977 

1,052 

Non-centrifugal 

57h 

36 

55 

36  1 

POTATOES 

Japan  . 

151 

192 

197 

197 

1,622 

2,442 

2,569 

2,515 

2,386 

India . 

lS2\l 

240 

248 

246 

199 

1,833 

1,656 

1  728 

1,963 

SWEET  POTATOES  &  YAMS 

China  (Taiwan  only)  .... 

126i 

233 

231 

230 

1,279> 

2,201 

2,022 

2,100 

Indonesia . 

206 

229 

241 

2i9 

1,459 

1,615 

1,676 

1,800 

Japan  . 

248 

397 

376 

377 

362 

3,060 

6,290 

5,534 

6,205 

5,199 

Philippines . 

84 

123 

116 

102 

202 

572 

420 

780 

SOYBEANS 

Indonesia . 

337 

367 

396 

413 

241 

255 

270 

278 

Japan  . 

326 

413 

422 

410 

321 

447 

474 

521 

GROUND  NUTS  (in  shells) 

India . 

3,246b 

4,494 

4,774 

4,800 

3,907 

3,196b 

3,481 

3,094 

2,950 

Indonesia . 

t67 

255 

290 

262 

293 

286 

302 

256 

COPRA 

Ceylon . 

215 

193 

249 

267 

India . 

41 

220 

220 

234 

Indonesia . 

715 

448 

507 

410 

Malaya . 

1881 

152 

163 

157 

Philippines . 

695 

994 

1,056 

900 

COFFEE 

India . 

16.5 

18.7 

21.2 

22.7 

Indonesia . 

123.7 

36.1 

55.0 

TEA 

Ceylon . 

226 

227 

230 

231 

103.9 

143.4 

148.0 

143.7 

India . 

309b 

314 

SIS 

318 

178.0b 

275.5 

233.3 

282.0 

Indonesia  (estate  post-war) 

198 

67 

68 

65 

74.8 

35.4 

46.5 

37.0 

Japan  . 

39 

27 

28 

30 

49.3 

41.7 

44.0 

57.0 

Pakistan . 

44b 

30 

30 

25.6b 

25.2 

25.2 

24.5 

TOBACCO 

Burma . 

40 

48 

55 

55 

45.2 

47.8 

58.5 

55.7 

India . 

365b 

357 

309 

323 

343.0b 

261.1 

229.0 

223 

Indonesia:  Java  and  Madura  . 

176 

no 

110 

120 

97.5 

55 

55 

55 

Sumatra:  estate 

13 

4 

4 

4 

13.8 

3.4 

2.8 

2.6 

native 

29 

29 

8.6 

8.6 

Japan  . 

35 

52 

54 

55 

63.5 

92.0 

96.0 

96.0 

109 

Pakistan . 

142b 

69 

7t 

69 

151.4b 

68.0 

75.8 

68.3 

COTTON 

India:  seed . 

9,9881 

5,891 

6,561 

6,345 

2,2901 

1,186 

1,370 

1,290 

lint . 

9,988i 

5,608 

6,561 

6,345 

i,73S 

1,1501 

593 

685 

645 

Pakistan:  seed . 

1,218 

1,366 

1,388 

529 

572 

666 

lint . 

1,218 

1,366 

1,344 

265 

286 

334 

JUTE 

India . 

420k 

588 

790 

742 

5H 

1,850 

599 

849 

967 

\  •  • 

Pakistan . 

510 

720 

442 

808 

1,149 

1,238 

ABACA 

Indonesia  (exports) . 

3 

7 

6 

6 

Philippines . 

292n> 

sio 

166 

170 

165 

91 

126 

RUBBER 

Ceylon . 

62 

115 

107 

96 

85 

Indonesia . 

353 

708 

818 

738 

680 

Malaya . 

423 

705 

615 

1  595 

560 

Thailand . 

32 

114 

111 

100 

98 

WOOL 

India . 

241 

14 

14 

14 

15 

Pakistan . 

•• 

•• 

6 

6 

6 

6 

GENERAL  NOTES:  Figures  for  crop  areas  relate  generally  to  har- 


f.  1937-39. 


1936-40. 


1935-39. 


vest. 


1939.  j.  Including  territory  now  under  Pakistan. 


a.  1931-87.  b.  1936-88.  c.  1930,  1984  and  1936. 
d.  Total  average  production  of  Cambodia,  Laos  and  Viet-Nam  in 
1984-88  amounted  to  6,498,000  tons. 


1934-37.  m.  1938. 


J 
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SPECIAL  TABLES 


B.  RAILWAYS:  ROLLING  STOCK 


N 

umber  of  locomotives 

Number  c 

f  passenger  cars 

Number  of  freight  cars 

1938 

1948 

1951 

1952 

1953 

1938 

1948 

} 

1951 

1952, 

1953 

1938 

1948 

1951  1 

1952 

1953 

BRITISH  BORNEO 
North  Borneo  . 

13C 

11 

16 

16 

44c 

22 

32 

33 

156C 

80 

173 

158 

BURMA  .  . 

• 

369 

274 

316 

312 

1,167 

479 

527 

705 

•• 

9,690 

6,912 

6,067 

5,975 

CEYLON  .  . 

. 

249 

239 

264 

271 

1,324 

1,276 

1,423 

1,478 

2,286 

2,764 

2,604 

2,750 

CHINA 
(Taiwan  only) 

205 

253 

249 

249 

2578 

498 

456 

613 

595 

598i 

4,654 

5,703 

5s411 

5,470 

5,375i 

HONG  KONG 

17 

16 

16 

16 

44 

34 

34 

34 

134 

60 

262 

243 

INDIAa  .  . 

8,488<i 

3,194 

8.615 

8,572 

26,338<1 

20,979 

20,969 

29,919 

221,509«1 

214,320 

212,861 

215,798 

INDONESIA^  . 

1,279 

533t 

882 

946 

3,600 

1,863 

2,470 

2,804 

27,236 

15.000 

20,190 

20,699 

JAPANb  .  . 

4,124 

5,283 

5,458 

5,444 

5,468 

10.958 

0 

0 

14,051 

14.108 

14,335 

69,940 

107,716 

105,862 

109,500 

106,626 

KOREA  (South) 

650 

583 

561 

553h 

•• 

654 

5,192 

8,907 

MALAYA  .  . 

179C 

201 

188 

188 

405C 

289 

299 

293 

5,776': 

4,967 

4,969 

5,029 

PAKISTAN 

— 

1.276 

— 

4,088 

•  • 

37,615 

PHILIPPINES  . 

178*’ 

92 

101 

113 

397*' 

258 

384 

388 

2,427*’ 

2,089 

2,191 

2,170 

THAILAND  . 

200 

339 

1  438 

456 

4548 

322 

1  453 

600 

593 

571i 

3,833 

1  5,436 

6,075 

6,129 

!  6,40  li 

1 

GENERAL  NOTES:  The  time  of  year  to  which  figures  relate  is  the 
end  of  the  working  year.  Pre-war  data  for  Japan  relate  to  1936. 
Locomotives:  All  vehicles  with  engines  or  motor  and  motive  power 
or  with  motors  only.  Passenger  cars:  All  passenger  carrying 
cars  including  railcars,  baggage  cars  and  railway-owned  postal 
vans.  Freight  cars:  All  goods-carrying  cars  excluding  baggage 
vans  and  cars  used  exclusively  for  service  traffic. 


a.  Passenger  cars  and  freight  cars  include  service  vehicles. 

b.  State  Railways  only. 

c.  1941. 

d.  Including  territory  now  under  Pakistan. 

e.  1939. 

f.  Excluding  locomotives  under  repair. 

g.  As  of  August. 

h.  As  of  June. 

i.  As  of  July. 


C.  MOTOR  VEHICLES  IN  USE 


Thousands 


Number  of  commercial  motor  vehicles  j 

Number  of  passenger  motor  cars 

1938 

1948 

1951 

1952 

1953 

1938 

CD 

00 

1951 

1952 

1953 

BRITISH  BORNEO 

Brunei . 

0.18 

0.56 

0.72 

0.05 

0.30 

- r 

0.35 

North  Borneo . 

0.37 

0.64 

0.72 

0.16 

0.92 

1.19 

Sarawak . 

0.11 

0.18 

0.91 

0.74 

0.19 

0.16 

0.80 

0.62 

BURMA . 

14.0 

22.0 

12.0 

11.0 

6.90 

10.9 

7.7 

9.7 

CAMBODIA . 

1.22 

0.94 

•• 

CEYLON . 

7.20 

12.46 

15.68 

17.60 

21.04 

27.60 

40.03 

45.50 

CHINA  (Taiwan  only) . 

5.93*’ 

3.37 

5.05 

5.65 

6.01* 

3.01 

1.64 

2.25 

2.58 

3.08K 

HONG  KONG® . 

__ 

2.90 

3.60 

3.81 

3.37h 

6.39 

10.39 

11.64 

12.26h 

INDIA . 

36.4** 

86.1 

121.2 

116.9 

88.1<* 

119.9 

159.1 

155.3 

INDONESIAb . 

15.87 

11.58 

29.3 

35.6 

50.0 

10.3 

31.0 

39.4 

lAPANc . 

80.1 

108.2 

139.7 

153.5 

168.1 

46.2 

21.3 

29.5 

36.4 

47.4 

KOREA  (South) . 

10.9 

3.8 

•• 

LAOS . 

0.30 

0.20 

•• 

FEDERATION  OF  MALAYA^ . 

6.52^ 

15.14 

17.55 

19.88 

20.41h 

20.45® 

19.76 

35.90 

44.85 

47.72h 

SINGAPORE . 

3.02 

7.03 

8.34 

9.56 

9.93K 

10.18 

12.71 

24.27 

29.57 

31.99* 

PAKISTAN . 

10.0 

14.0 

16.0 

16.0 

20.0 

PHILIPPINES*:  .  .  .  .• . 

18.3f 

49.5 

50.8 

52.05 

30.4^ 

34.6 

46.9 

50.00 

THAILAND . 

5.13 

5.72 

7.0 

5.1 

6.3 

11.50 

VIETNAM . 

6.09 

12.01 

•• 

- 

GENERAL  NOTES:  Passenger  motor  cars  relate  to  motor  cars  seat¬ 
ing  less  than  eight  persons,  including  taxis  but  excluding  motor¬ 
cycles.  Commercial  motor  vehicles  relate  to  lorries,  buses,  tractor 
and  semi-trailer  combinations,  excluding  trailers,  farm  and  road 
tractors. 

a.  Commercial  vehicles  include  government  vehicles  which  in  1962 
numbered  780. 


b.  Including  government  vehicles. 

c.  Pre-war  figures  relate  to  193B.  Small  sized  vehicles  excluded. 

d.  1939:  British  India  excluding  Indian  States  and  Burma. 

e.  1940. 

f.  1937. 

g.  As  of  July. 

h.  As  of  June. 


XUM 


130 


SPECIAL  TABLES 


D.  INTERNATIONAL  TRANSACTIONS 


1950 

g 

1949 

1950 

1953 

First  half 

(1) 

BURMA  (Mn  K.) 

(2)  CEYLON  (Mn  Hs.) 

A.  Goods  and  services . 

115.9 

227.1 

281.1 

28 

206.1 

166.3 

—  342.0 

—  ISl.i 

Exports,  i.oi) . 

724.6 

962.5 

■RE  in 

1,013 

1,414.7 

1,767.8 

1,406.8 

73  7. S 

Imports,  cii . 

—508.6 

—680.4 

-1,173.1 

-1,514.0 

-1,616.0 

—  S2S.7 

Balance  of  trade . 

216.0 

282.1 

345.6 

365.1 

241.6 

253.3 

-269.2 

Non-monetory  gold  movement  (net)  .  . 

-12.1 

-0.5 

— 

—  2.1 

-2.1 

—  2.5 

—  1.0 

Transportation  and  insurance  .... 

-13.2 

—  13.7 

—  14.7 

-6.3 

44 

18.4 

10.9 

—  il.i 

Other  services  (net) . 

-66.2 

-29.2 

—  49.3 

-56.9 

2 

—  51.8 

-81.2 

—  *2.5 

B.  Private  donations . 

—  47.0 

-41.8 

—  79.9 

mm 

-68.8 

-77.1 

-103.6 

—  Si.9 

C.  Private  capital  movements . 

—  11.9 

-13.7 

—  9.5 

-5.1 

-21.7 

25.1 

—  e.t 

D.  Net  errors  and  omissions . 

12.1 

7.3 

-25.2 

-16.1 

■9 

19.8 

61.7 

49.0 

S5.S 

E.  Total  (A  through  D) . 

173.7 

135.4 

109.9 

-371.5 

—  157.t 

F.  Oiiidol  donations . 

— 

19.8 

35.3 

11.7 

■i 

— 

— 

— 

3.S 

G.  Official  long-term  capital . 

_ 

-29.8 

38 

11.6 

—  76.4 

—  6.7 

189.9 

Loans:  drawings . 

— 

— 

— 

— 

— 

— 

— 

- 

— 

Loans:  repayments . 

— 

-13.1 

— 

0.3 

1.3 

1.9 

0.8 

Portfolio  securities . 

— 

38 

11.3 

—  77.7 

—  8.6 

189,1 

Other . 

—  16.7 

— 

— 

— 

— 

— 

H.  Official  short-term  capital  and  monetary  gold 

—  15.0 

—  163.7 

-239.9 

—  272.5 

18 

- 147.0 

-33.5 

378.2 

—  86.0 

Sterling  balances . 

■HI 

r-161.8 

-245.4 

8 

1 

Dollar  balances . 

—  176.2 

-38.6 

—  16.1 

— 

^-154.4 

-32.3 

355.1 

_ 85.8 

Other  assets . 

■HI 

[  -7.5 

10 

J 

Liabilities . 

3.1 

12.5 

-32.0 

— 

7.4 

—  1.2 

23.1 

—  0.8 

Monetary  gold . 

— 

— 

— 

““ 

(3)  CHINA  (Taiwan  only,  Mn  $) 


(4)  INDIA“  (Mn  Hs.) 


A.  Goods  and  services . 

-95.9 

-49.0 

-96.6 

-53.3 

—  1.780 

565 

-723 

-271 

—  149 

Exports,  f.o.b . 

75.5 

119.5 

55.6b 

4,295 

5,561 

7,495 

6,491 

2.514 

Imports,  c.ii . 

- 146.7 

-99.7 

-6,283 

-5,252 

-8,624 

—  7,426 

-2,913 

Balance  of  trade . 

—  44.4 

-85.9 

—  44.1 

-1,988 

-1,129 

-935 

—  399 

Non-monetary  gold  movement  (net)  . 

-50.8 

0.6 

1.9 

Transportation  and  insurance  .... 

1.2 

-4.3 

178 

192 

316 

179 

Other  services  (net) . 

-1.3 

-6.4 

-11.8 

—  4.9 

-249 

-184 

-289 

89 

9 

Unclassified . 

— 

— 

— 

279 

248 

379 

396 

171 

B.  Private  donations . 

2.2 

1.7 

1.1 

103 

116 

134 

168 

73 

C.  Private  capital  movements . 

0.3 

0.6 

0.8 

-210 

-88 

-24 

—  19 

33 

D.  Net  errors  and  omissions . 

2.8 

■■ 

—  416 

-504 

-708 

66 

E.  Total  (A  through  D) . 

-94.5 

-91.5 

177 

-1,117 

-830 

23 

F.  Official  donations . 

30.5 

94.6 

Hgi 

21 

14 

119 

80 

G.  Official  long-term  capital . 

-4.1 

-4.5 

-1.2 

84 

87 

356 

496 

-11 

Loans:  drawings . 

— 

— 

116 

95 

428 

553 

6 

Loans:  repayments . 

4.1 

-4.5 

-1.2 

-1.0 

-25 

-28 

-28 

-7 

— 

Portfolio  securities  (net) . 

— 

— 

— 

-7 

20 

—  15 

-18 

—  17 

Other . 

■ 

— 

— 

-29 

-32 

— 

H.  Official  short-term  copital  and  monetary  gold 

68.1 

-8.9 

-1.9 

1,666 

-285 

747 

215 

-92 

Sterling  balances . 

1 

HM 

1 

Dollar  balances . 

^  12.1 

-6.1 

0.5 

\  1,532 

-215 

492 

636 

—  180 

Other  assets . 

J 

■■ 

j  61 

32 

5 

-30 

— 

Liabilities . 

7.8 

-2.2 

-0.5 

73 

-102 

250 

-391 

88 

Monetary  gold . 

48.2 

-0.6 

-1.9 

1 
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D.  INTERNATIONAL  TRANSACTIONS  {Coat’d) 


1949 

1950 

1951 

1952 

1953 

First  half 

1949 

1950 

1 

1951  1 

1952  1 

1953 
'irst  half 

(5)  INDONESIA  (Mn  Rp.) 

(6)  JAPAN  (Mn  S) 

A.  Goods  and  services  .... 

—552 

915 

682 

—  2,909 

—  306.4 

158.4 

193.3 

—  139.7 

Exports,  f.o.b . 

1,477 

2,954 

4,700 

533.3 

821.3 

1,353.6 

1,276.0 

618.1 

Imports,  c.ii . 

—1,528 

—1,685 

—11,227 

—  909.1 

—  987.4 

B'.IiIiLfrM 

g'4(iMK:al 

—i.iei.tfi 

Balance  of  trade . 

-51 

1,269 

BEQl 

-375.8 

—  166.1 

-654.6 

—755.8 

— 5-i  5.5 

Non-monetary  gold  movement  (net) 

2.9 

3.8 

4.4 

5.6 

t.£ 

Transportation  and  insurance 

-169 

—  120 

-51 

—  266 

17.0 

42.3 

136.4 

184.3 

82.6 

Other  services  (net)<l  .... 

-332 

—234 

—  797 

"■•'■I'" 

49.5 

672.2 

759.2 

S18jt 

B.  Private  donations'^ . 

4.0 

43.1 

15.7 

27.0 

18.6 

C.  Private  capital  movements  . 

-31 

—  42 

—  87 

-218 

— 

5.4 

34.2 

37.5 

—  38.9 

D.  Net  errors  and  omissions  . 

-195 

—  262 

—  186 

—429 

—  17.7 

-23.1 

8.6 

18.8 

E.  Total  (A  through  D)  .  .  .  . 

-778 

611 

409 

-3,556 

—  320.1 

95.6 

216.9 

—  136.7 

F.  Official  donations . 

631 

150 

2 

83 

516.3 

361.3 

155.1 

— 

G.  Official  long-term  capital  . 

160 

29 

897 

-17.5 

—  2.4 

—  77.0 

—  338.6 

Loans;  drawings . 

193 

— 

- 

— 

39.7 

— 

Loans;  repayments  .... 

—  33 

1 

— 

-2.5 

-3.2 

—  39.7 

Portfolio  securities . 

— 

—  17.5 

— 

— 

Other . 

— 

1 

— 

-112.5 

—  188.9 

H.  Official  short-term  capital  and 

monetary  gold . 

-13 

—  790 

—  561 

2,576 

—  178.7 

-456.7 

—  369.6 

—  185.8 

365.3 

Sterling  balances . 

—  7 

—  210 

1 

-55.8 

—  156.8 

—  50.7 

■j  30i.0 

Dollar  balances . 

-11 

-359 

'r— 254 

—  104.8 

-278.0 

-121.1 

-174.5 

1  —80.8 

Other  assets . 

— 

—  69 

J 

—  34.4 

-129.4 

-79.0 

-20.7 

J  5.5 

Liabilities . 

5 

-36 

-38 

52 

19.2 

-31.5 

—  8.3 

48.2 

336.1 

Monetary  gold . 

- 

-116 

-269 

-2.9 

-3.8 

—  4.4 

11.9 

—  5.5 

(7)  PAKISTAN  (Mn  Hs.)  (8)  PHILIPPINES  (Mn  P.) 


A.  Goods  and  services  .... 

-421.1 

-72.5 

553.8 

—778.5 

87.0  1 

-574 

24 

—  139 

—71 

—  IS 

Exports,  f.o.b . 

840.3 

■I'H-gll 

BllSl]  u 

522 

674 

819 

705 

S68 

Imports,  c.i.f.e . 

—  849.7 

■ 

mm 

—  1,314 

-755 

—  960 

Balance  of  trade . 

-9.4 

351.8 

WEBl  □ 

292.5 

—  792 

-81 

—  247 

—  255 

Non-monetary  gold  movement  (net) 

.. 

23 

27 

33 

17 

Transportation  and  insurance<^  . 

—  25.6 

-84.9 

—  137.4 

—  188.1 

—  3^3 

11 

4 

—4 

Other  services  (net)  .... 

-386.1 

-339.4 

-566.7 

—  565.6 

—  166.2 

188 

71 

77 

155 

83 

B.  Private  donations . 

—  27.8 

—  26.6 

-25.3 

-25.0 

-15.3 

31 

22 

16 

10 

C.  Private  capital  movements 

8.4 

24.9 

-37.8 

—  16.8 

22 

28 

44 

28 

D.  Net  errors  and  omissions  . 

—  63.1 

—  11.2 

2.2 

—  13.7 

—  1.8 

—  189 

-184 

—  9 

-33 

—  GO 

E.  Total  (A  through  D)  .  .  .  . 

-503.6 

-110.7 

555.6 

—  855.0 

53.1 

—  122 

-30 

—  37 

F.  Official  donations . 

— 

- 

—  1.7 

309 

25 

50 

38 

G.  Official  long-term  capital  . 

-139.2 

-812.4 

-9 

68 

-7 

—  16 

—  13 

Loans:  drawings . 

— 

— 

— 

— 

— 

Loans:  repayments  .... 

— 

— 

—  1 

— 

—  7 

-19 

—  13 

Portfolio  securities . 

— 

-61.4 

—  493.4 

276.4 

—  2 

4 

6 

3 

— 

Other . 

— 

-77.8 

—  319.2 

— 

-1.1 

-6 

—  6 

-6 

— 

— 

H.  Official  short-term  capital  and 

monetary  gold . 

503.6 

249.9 

258.7 

578.6 

-52.0 

323 

—  267 

—  4 

22 

Sterling  balances . 

1 

208.2 

—  58.4 

614.6 

—  65.3 

— 

— 

— 

— 

— 

Dollar  balances . 

—  8.9 

2.8 

1.3 

4.4 

361 

—  152 

89 

27 

u 

Other  assets . 

IHII 

-5.4 

7.6 

24.2 

16.6 

— 

—  21 

24 

-22 

—  2 

Liabilities . 

56.0 

306.7 

—  24.4 

—7.7 

-38 

—  90 

—  2 

—  4 

9 

Monetary  gold . 

mgii 

■B 

— 

—  37.1 

— 

— 

—  4 

—  7 

-5 

— 

(9)  THAILAND  (Mn  $) 


A. 

Goods  and  services 

49.2 

60.5 

58.2 

—  17.8 

-35.2 

Exports,  f.o.b . 

273.9 

305.8 

373.2 

322.5 

167.4 

Imports,  c.i.f . 

—  193.3 

—  209.2 

—  272.3 

—  300.8 

—  173.2 

Balance  of  trade  .... 

80.6 

96.6 

100.9 

21.7 

—  5.8 

Non-monetary  gold  movement  (net) 

—  29.6 

—  29.6 

—  37.7 

—  29.4 

—  17.4 

Transportation  and  insurance 

-0.8 

-0.4 

—0.2 

—  3.1 

—  1.5 

Other  services  (net) 

-1.0 

-6.1 

-4.8 

-7.0 

—  10.5 

B. 

Private  donations  .... 

6.7 

3.3 

0.2 

-1.9 

C. 

Private  capital  movements  . 

D, 

Net  errors  and  omissions  . 

—  i.9 

1^5 

2^1 

^5 

24.8 

E. 

Total  (A  through  D)  .  .  . 

40.6 

77.0 

84.6 

-  —9.1 

—  12.3 

F. 

Official  donations  .... 

-3.2 

-2.6 

—  1.7 

•  -0.2 

G. 

Official  long-term  capital  . 

—  17.8 

-0.6 

—  65.7 

52.3 

4.7 

Loans:  drawings  .... 

-13.8 

— 

2.2 

8.9 

4.0 

Loans:  repayments 

-0.6 

-0.6 

-1.3 

-0.2 

1.2 

Portfolio  securities  .... 
Other . 

-3.4 

=  1 

-66.4 

43.6 

1.9 

H, 

Official  short-term  capital  and 

monetary  gold  .... 

—  19.8 

-73.8 

—  17.2 

-43.0 

5.2 

Sterling  balances  .... 

—  31.1 

-55.2 

20.4 

35.2 

33.8 

Dollar  balances  .... 

35.3 

—  21.8 

—47.2 

—  80.2 

18.4 

Other  assets . 

16.0 

2.7 

3.9 

2.6 

—  10.2 

Liabilities . 

— 

— 

— 

— 

— 

Monetary  gold . 

-40.0 

— 

5.7 

-0.6 

— 

I 


GENERAL  NOTES:  (1)  No  Bign  indicates  credit; 
minus  sitrn  indicates  debit.  (2)  Rate  for  dol¬ 
lar  conversions:  Burma,  $0.2094  per  Kyat; 
Ceylon  and  India,  1949  not  available,  1950-63, 
$0,210  per  rupee;  Indonesia,  1949  not  avail¬ 
able,  1950-52,  $0,263  per  rupiah;  Pakistan. 
1949-53,  $0.30225  per  rupee. 

a.  India  data  include  transactions  with  Nepal. 
Tibet,  and  French  and  Portuguese  India  to  the 
e.xtent  that  India  provides  foreign  exchange 
for  these  countries.  Transactions  with  Pakis¬ 
tan  and  Afghanistan  are  excluded  for  1948-50 
but  are  included  for  1951  and  1952.  Errors 
and  omissions  include  repatriation  of  cur¬ 
rency  from  Persian  Gulf  which  in  millions  of 
rupees  amounted  to  as  follows:  1949,  -28; 
1960,  -126;  1961,  -193;  1962,  -288;  1963  (first 
half)  -107. 

b.  Includes  non-monetary  gold  ($0.9  million). 

c.  Imports  exclude  IT.N.  special  procurement 
goods  which  are  included  in  "other  services.” 

d.  Indonesia:  Private  donations  are  included  in 
"other  services",  since  data  on  them  are  not 
available  separately. 

e.  For  Pakistan Private  imports  are  recorded 
on  a  mixed  c.i.f.  and  f.o.b.  basis;  government 
imports  are  included  in  "other  services”.  For 
Philippines:  estimated. 


SPECIAL  TABLES 


E.  MAJOR  COMPONENTS  OF  GOVERNMENT  EXPENDITURE 


Type  Total  „  e  ■  i 

of  expend!-  Defence  Subsidies  Econonuc  Social 


Contribu- 

tionsto 

provincial  ^ 

and  local  “®“‘  advances 

gov'ts. 


XUM 


133 


SPECIAL  TABLES 

E.  MAJOR  COMPONENTS  OF  GOVERNMENT  EXPENDITURE  {Coned) 


Type 

of 

account 

Total  1 
•xpendi-  { 
ture 

1 

Defence  i 

1 

Subsidies  | 

1 

I 

Economic  | 
service 

! 

1 

Social  1 
service  ' 

i 

Contribu-  i 
tions  to 
provincial  | 
and  local  | 
gov'ts. 

Other  ! 
current  | 
expend!-  ' 
ture  j 

1 

I 

Invest¬ 

ment 

Loons 

and 

advances 

(net) 

LAOS  (Mn  Pr.)  i 

1951 . 

RE 

221 

_ 

10 

70 

! 

..  i 

j 

74 

63  ' 

5 

1952  . 

RE 

274 

—  j 

26 

12  ! 

78 

i 

90  ' 

16 

1953  . 

DE  1 

472 

—  1 

38 

16  j 

107 

51  1 

156  > 

25 

MALAYA  (Federal  Govt.) 

(Mn  MS) 

1950  . 

A 

273  i 

! 

8  1 

13  1 

18 

i 

79  ! 

i 

124  i 

31  1 

1951 . 

A 

431 

17  1 

— 

19  1 

21 

92  1 

128 

154 

— 

1952  . 

E 

649  i 

161 

— 

26  ! 

30 

178 

mSsm 

— 

1953  . 

DE 

757  ! 

196 

— 

26 

35 

168 

192 

— 

NEPAL  (Mn  Rs.) 

1950/51  . 

E 

24.7 

10.1 

0.8 

2.0 

1 

0.2 

10.8 

0.8 

1951/52  . 

E 

52.5 

12.8 

0.4 

25.3 

5.5 

1.5 

1952/53  . 

E 

12.7 

2.3 

3.3 

0.8 

26.7 

4.4 

— 

PAKISTAN  (Mn  Rs.) 

Central  Government 
1948/49  . 

A 

1,058 

641 

15 

5 

10 

170 

73 

145 

1949/50  . 

A 

1,155 

627 

— 

17 

11 

20 

189 

102 

190 

1950/51  . 

A 

1,146 

674 

— 

22 

11 

10 

232 

84 

113 

1951/52  . 

A 

1,645 

858 

— 

26 

35 

15 

294 

315 

102 

1952/53  . 

RE 

1,855 

937 

50 

38 

77 

24 

324 

329 

76 

1953/54  . 

DE 

1,731 

— 

48 

85 

13 

238 

385 

162 

States 

1949/50  . 

A 

567 

81 

98 

—20 

201 

230 

—  38 

1950/51  . 

A 

547 

87 

107 

—10 

275 

180 

—102 

1951/52  . 

A 

701 

13 

—15 

301 

256 

—  70 

1952/53  . 

RE 

599 

— 

117 

121 

—24 

235 

359 

—210 

1953/54  . 

DE 

— 

142 

138 

—13 

286 

475 

—487 

PHILIPPINES  (Mn  P.) 

1948/49  . 

A 

467 

86 

146 

32 

99 

104 

1949/50  . 

A 

534 

102 

175 

37 

125 

96 

1950/51  . 

A 

523 

125 

174 

29 

102 

92 

1951/52  . 

A 

623 

182 

176 

37 

103 

1952/53  . 

E 

714 

170 

207 

49 

85 

203 

1953/54  . 

DE 

662 

165 

206 

47 

78 

166 

SINGAPORE  (Mn  MS) 

1949  . 

A 

91 

3 

— 

— 

8 

1950  . 

A 

95 

3 

— 

3 

17 

— 

58 

14 

1951 . 

A 

125 

4 

— 

4 

— 

74 

14 

1952  . 

RE 

163 

7 

— 

12 

39 

— 

86 

20 

1953  . 

DE 

16 

— 

19 

55 

— 

86 

32 

THAILAND  (Mn  Baht) 

1949  . 

A 

272 

1950  . 

A 

258 

1951 . 

A 

IHK  c 

903 

1952  . 

A 

834 

1953  . 

E 

5,248 

1,214 

VIET-NAM  (Mn  Pr.) 

1952  . 

DE 

2,459 

1953  . 

DE 

5,763 

4,091 

“ 

SOURCES:  For  tables  E  and  F: 

Brunei:  Annual  Reports,  1949  to  1961. 

North  Borneo:  Estimates  of  Revenue  and  Expenditure,  1961  to  1963. 

Sarawak:  Annual  Reports,  1949  and  1960;  Estimates  of  Revenue  and 
Expenditure,  1962  and  1963. 

Burma:  Budget  Estimates  of  the  Government  of  the  Union  of  Burma, 
1960/61  to  1963/64. 

Cambodia:  Material  supplied  by  the  Government. 

Ceylon:  Estimates  of  the  Revenue  and  Expenditure  of  the  Government 
of  Ceylon,  1961/62  to  1963/64.  Annual  Report  of  the  Central  Bank 
of  Ceylon  tor  1962. 

China:  Foreign  Operations  Administration,  Far  East  Data  Book, 
No.  10.  May  1963. 

Hong  Kong:  Estimates  of  Revenue  and  Expenditure  tor  1962/63  and 
1963/64. 

India:  Central  Government,  Budgets  for  1949/60  to  1953/64;  Demands 
for  Grants,  1960/61  to  1963/64,  States:  Reserve  Bank  of  India: 
Reports  on  Currency  and  Finance,  1961/62  and  1962/63;  Bulletin, 
May  1963. 

Japan:  Information  submitted  by  Government. 

Korea  (South) :  Highlights  of  I95S/5i  Budget  of  the  Republic  of  Korea 
(revised) 


Laos:  Budget  National,  1962  and  1963. 

Malaya:  Estimates  of  the  Revenues  and  Expenditures  for  1949  to  1963. 

Nepal:  Budgets,  1960/51  to  1962/63. 

Pakistan:  Central  Government:  Budgets  of  the  Central  Government  of 
Pakistan,  1949/50  to  1953/54:  Demands  for  Grants,  1960/61  to 
1953/64.  Information  supplied  by  the  Government  and  States: 
Explanatory  Memorandum  on  the  Budget  of  the  Central  Government 
for  1962/63  and  1953/64.  Northwest  Frontier  Province:  Detailed 
Estimates  for  Demands  for  Grants,  1960/61  to  1953/64.  Govern¬ 
ment  of  the  Punjab:  Budgets  for  1951/62  to  1963/64.  Government 
of  Bahawalpur:  Budgets  for  1951/62  to  1953/54.  Sind:  Civil  Bud¬ 
get  Estimates  for  1953/54.  East  Bengal:  Explanatory  Memoran¬ 
dum  on  the  Budget  for  1952/63  and  1953/54. 

Philippine:  1948/49:  Report  by  the  Economic  Survey  Mission  to  the 
Philippines,  October  1960,  1949/50  and  later;  Budgets  for  1962  to 
1954. 

Singapore:  1949  to  1952:  Singapore  Annual  Reports,  1949  to  1962: 
1953.  Estimates  of  the  Revenue  and  Expenditure  of  the  Colony  of 
Singapore,  1963. 

Thailand:  Ministry  of  Finance. 

Viet-Nam:  Information  supplied  by  the  Foreign  Operations  Adminis¬ 
tration. 


SPECIAL  TABLES 


F.  MAJOR  COMPONENTS  OF  TAX  REVENUE 


BRITISH  BORNEO  (Mn  MS) 
Brunei 

1949  . 

1950  . 

1951  . 

North  Borneo 

1949  . 

1950  . 

1951  . 

1952  . 

1953  . 

Scnawok 

1949  . 

1950  . 

1951  . 

1952  . 

1953  . 

BURMA  (Mn  K.) 

1948/49  .... 
1949/50  .... 
1950/51  .... 
1951/52  .... 
1952/53  .... 
1953/54  .... 
CAMBODIA  (Mn  Pr.) 

1952  . 


2.3 

— 

12.0 

_ 

_ 

9.7 

— 

22.6 

38.1 

19.0 

— 

23.4 

9.0 

— 

18.4 

44 

6 

97 

49 

9 

112 

45 

14 

172 

45 

22 

192 

51 

22 

193 

1953  .  .  . 

CEYLON  (Mn  Rs.) 
1948/49  .  . 

1949/50  .  . 

1950/51  .  . 

1951/52  .  . 

1952/53  .  . 

1953/54  .  . 


1.290  1,094 


CHINA  (Central  Government  of  the  Republic  oi  Cbina,  Mn  NTS) 


1950  . 

A 

1,050 

882 

1951 . 

A 

1,707 

1,322 

1952  . 

A 

1,962 

1,670 

1953  . 

DE 

2,289 

1,889 

HONG  KONG  (Mn  HKS) 

1949/50  . 

A 

255 

161 

1950/51  . 

A 

281 

185 

1951/52  . 

A 

292 

208 

1952/53  . 

RE 

341 

259 

1953/54  . 

■  DE 

327 

246 

INDIA  (Mn  Rs.) 

Central  Governments 

1948/49  . 

A 

4,315 

3,203 

1949/50  . 

A 

4,127 

3,115 

1950/51  . 

A 

5,041 

3,590 

1951/52  . 

A 

6,208 

4,607 

1952/53  . 

RE 

5,043 

3,725 

1953/54  . 

DE 

5,091 

3,699 

States 

1950/51  . 

A 

3,708 

2,696 

1951/52  . 

A 

3,982 

2,799 

1952/53  . 

RE 

4,258 

3,073 

1953/54  . 

DE 

4,293 

3,189 

JAPAN  (1,000  Mn  Y.) 

1948/49  . 

A 

499 

424 

1949/50  . 

A 

713 

600 

1950/51  . 

A 

658 

569 

1951/52  . 

A 

811 

721 

1952/53  . 

RE 

906 

817 

1953/54  . 

RE 

982 

907 

KOREA  (South)  (1,000  Mn  W.) 
1949/50  . 

A 

32 

23 

1950/51  . 

A 

91 

59 

1951/52  . 

A 

627 

498 

1952/53  . 

A 

1,818 

1,321 

1953/54  . 

DE 

2,842 

2,481 

XUM 
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SPECIAL  TABLES 


Type 

1 

account 

1 

Total 

revenue 

Tax 

revenue  1 

Tax  on  | 
income  i 
and 
wealth 

1 

Customs  duties  | 

1 

Troruac-  1 
tion  and  1 
consump¬ 
tion  taxes 

icensM,  1 
stomp  1 
duties  I 
regis¬ 
tration  1 
lees,  etc.  ! 

Other 

tax 

revenue 

Land 

tax 

Total 

I 

Import 

duties 

1 

Export  ' 
duties 

LAOS  (Mn  Pr.) 

1 

! 

1 

i 

1951 . 

RE 

136  ; 

131 

,  ^ 

I 

1 

•  ■ 

1 

1952  . 

RE 

231 

222 

17  1 

lig  ' 

9 

73 

2 

1953  . 

RE 

256 

247 

15  j 

121 

9 

85 

2  , 

MALAYA  (Federal  Government) 

1 

! 

1 

(Mn  MS) 

' 

1 

! 

1950  . 

A 

415 

376 

49 

— 

303 

148 

155 

6  1 

18  i 

1951 . 

A 

732 

682 

— 

517 

218 

229 

10 

26 

_ 

1952  . 

RE 

699 

651 

212 

— 

404 

213 

190 

8  ' 

27  ! 

_ 

1953  . 

DE 

579 

526 

153 

— 

339 

206 

134 

8  • 

27  1 

— 

NEPAL  (Mn  Rs.) 

i 

1950/51  . 

E 

28.1 

15.1 

4.1 

.. 

0.7 

0.1  1 

_ 

1951/52  . 

E 

29.5 

17.7 

9.4 

7.3 

0.9 

_ 

1952/53  . 

E 

39.1 

24.6 

— 

12.3 

2.1 

0.2 

— 

PAKISTAN  (Mn  Rs.) 

Central  Goveriunent 

1948/49  . 

A 

685 

536 

66 

2 

329 

91 

48 

1949/50  . 

A 

898 

713 

116 

2 

422 

165 

8 

_ 

1950/51  . 

A 

1,289 

1,102 

134 

2 

787 

163 

11 

5 

1951/52  . 

A 

1,485 

1,267 

172 

2 

244 

11 

16 

1952/53  . 

RE 

1,272 

1,022 

2 

619 

14 

17 

1953/54  . 

DE 

728 

156 

2 

341 

159 

19 

75 

States 

1949/50  . 

A 

472 

264 

7 

93 

59 

26 

_ 

1950/51  . 

A 

544 

312 

8 

94 

79 

67 

65 

_ 

1951/52  . 

A 

615 

14 

115 

59 

123 

_ 

1952/53  . 

RE 

616 

418 

36 

125 

55 

134 

68 

_ 

1953/54  . 

DE 

589 

391 

34 

135 

SO 

66 

— 

PHILIPPINES  (Mn  P.) 

1948/49  . 

A 

426 

362 

54 

29 

29 

— 

134 

145 

_ 

1949/50  . 

A 

381 

329 

61 

— 

26 

26 

— 

1950/51  . 

A 

510 

443 

98 

— 

26 

26 

169 

ISO 

— 

1951/52  . 

A 

740 

655 

123 

— 

32 

32 

— 

313 

187 

— 

1952/53  . 

E 

708 

621 

156 

— 

27 

27 

— 

256 

182 

— 

1953/54  . 

DE 

1  694 

616 

167 

— 

23 

23 

— 

225 

201 

— 

SINGAPORE  (Mn  MS) 

1 

1949  . 

A 

86 

33 

— 

— 

— 

— 

47 

6 

1950  . 

A 

114 

89 

29 

— 

— 

— 

— 

52 

7 

1951 . 

A 

175 

1  135 

55 

— 

— 

— 

— 

69 

12 

1952  . 

RE 

164 

'  77 

— 

— 

— 

— 

75 

12 

1953  . 

DE 

198 

159 

67 

— 

— 

— 

80 

11 

THAILAND  (Mn  Baht) 

1 

1 

1949  . 

i  A 

1.920 

1 

1  112 

1  - 

594 

454 

94 

1950  . 

A 

2,144 

i 

147 

— 

747 

577 

170 

118 

1951 . 

1  A 

2,519 

1 

■  H 

— 

977 

726 

251 

148 

1952  . 

i  A 

3,338 

1 

— 

1,188 

976 

,  212 

242 

1953  (Jan-Iun  at  annual  rate 

)i  A 

3,752 

■■ 

;  341 

— 

1,288 

1.064 

224 

228 

VIET-NAM  (Mn  Pr.) 

1 

1 

1 

1952  . 

DE 

2,845 

1  125 

i 

1953  . 

DE 

1  4,241 

1  4,030 

1  362 

2,627 

1  •• 

I  741 

GENERAL  NOTES:  For  Ubles  F  and  G: 

A=:Account8,  E=Estimate8,  DE=:Draft  estimates,  RE=Revi8ed 
estimates,  PA=: Provisional  accounts. 

Fiirures  ftenerally  relate  to  central  government  transactions  only. 
For  India  and  Pakistan,  the  transactions  of  the  state  governments  are 
also  given.  To  avoid  duplication,  transfers  (interest  payments,  con¬ 
tributions  and  loans)  from  and  to  the  central  government  are  excluded 
from  the  state  transactions. 

In  general,  only  the  not  results  of  public  enterprises  and  fiscal 
monopolies  are  included:  positive  balances  are  shown  under  revenue 
and  negative  balances  under  expenditure.  Currency  and  mint  transac¬ 
tions  are  excluded.  Expenditure  includes  interest  payments  before 
deduction  of  interest  charges  to  public  enterprises  and  entities;  revenue 
correspondingly  includes  receipts  from  these  charges. 

Revenue 

Total  revenue  excludes  proceeds  from  loans,  other  forms  of  borrow¬ 
ing  and  transfers  from  i-eserve  funds. 

Customs  duties:  divergence  between  the  total  under  this  heading 
and  the  sum  of  the  sub-items,  import  duties  and  export  duties,  is  due 
mainly  to  the  inclusion  or  exclusion  arising  from  land  customs,  customs 
on  postal  parcels,  special  taxes  and  refunds. 


Transactions  and  consumption  taxes:  excise  duties,  turnover  taxes, 
sales  taxes  and  entertainment  duties. 

Expenditure 

Total  expenditure  includes  current  as  well  as  capital  outlays  and 
loans  and  advances  (net)  granted  by  the  government  but  it  excludes 
debt  redemption,  contributions  to  sinking  funds  and  transfers  to  reserve 
funds. 

Defence:  Expenditure  of  the  military  departments  plus  capital  out¬ 
lay  for  defence  purposes.  Expenditure  on  military  pensions  is  included 
in  "other  current  expenditure”. 

Economic  services:  only  the  current  expenditure  on  agriculture, 
industrial  development,  scientific  and  technical  research,  irrigation, 
forests,  ports,  lighthouses,  commerce,  planning,  etc. 

Social  services:  education,  health,  social  welfare,  relief,  etc. 

Contribution  to  provincial  and  local  governments;  only  the  con¬ 
tributions  towards  meeting  current  expenditures. 

Investment:  in  general,  public  works  expenditures  on  gross  basis 
(i.e.,  including  maintenance),  capital  outlays  of  government  enterprises 
and  departments  and  grants  to  provinces  and  local  authorities  for  the 
same  purpose. 

Loans  and  advances  (net):  mainly  granted  to  provinces,  local 
authorities  and  public  and  private  undertakings  fur  capital  outlay. 
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COUNTRY  NOTES:  ior  tables  E  and  F. 

British  Borneo: 

Brunei:  Investment  expenditure:  public  works  expenditure. 

Revenue:  Other  tax  revenue:  mining  rent  and  oil  royalties. 

Nprth  Borneo:  Expenditure:  includes  recorutruction  and 
development  expenditure;  investment  expenditure:  public  works 
and  expenditure  on  reconstruction  and  development. 

Revenue:  Taxes  on  income  and  wealth:  include  estate  duties, 
income  tax,  poll  tax  and  residence  tax;  revenue:  excludes 
grantB-in<dd  and  colonial  development  and  weliare  grants  from 
the  United  Kingdom  Government. 

Sarawak:  Expenditure:  includes  net  expenditure  from  recon¬ 
struction  and  development  fund;  investment;  public  works,  war 
damage  compensation  and  reconstruction  and  development. 

Other  tax  revenue:  includes  lotteries  tax,  head  tax,  etc. 
Bunna: 

Expenditure:  1848/49:  includes  Rs.  13.9  million  contribution 
towards  financing  the  deficit  of  the  Shan  State.  1949/50  and 
1950/51:  includes  the  net  results  of  railways,  civil  supplies  and 
electricity.  From  1951/52  onwards  the  are  omitted  following  the 
creation  of  separate  boards.  1951/52  and  1952/53;  exclude  Rs.  80 
million  and  68.3  million  respectively  ior  subscription  to  the 
International  Bank  and  Fund.  1952/53  and  1953/54:  exclude 
Rs.  20  million  and  Rs.  10  million  respectively  for  payments  under 
EGA  Agreement. 

Loans  and  advances:  1951/52  and  later:  include  loans  and 
advances  to  the  Railway  and  Electricity  Boards  for  meeting 
deficits  and  capital  outlays.  Losses  on  the  operation  ci  these 
enterprises  were  in  previous  years  included  in  current  expenditure 
and  their  capital  outlays  in  investment. 

Revenue:  1948/49  to  1950/51:  include  the  rehabilitation 
contribution  of  the  Marketing  Boards  to  the  National  Development 
Fund.  1951/52:  includes  proceeds  from  the  sole  of  civil  supplies 
stocks.  1952/53  and  1953/54:  include  contributions  from  the 
Marketing  Boards  for  capital  outlay. 

Transaction  and  consumption  taxes:  excise  duties  plus  “com¬ 
mercial  taxes";  the  latter  include  entertainment  tax,  hotel  and 
restaurant  tax,  business  premises  tax  and  sales  tax.  Licenses, 
stamp  duties,  etc.:  include  betting  and  motor  vehicle  taxes.  Other 
tax  receipts:  net  receipts  from  lottery,  the  rehabilitation  contribu¬ 
tion,  and  the  contribution  to  the  Nationol  Development  Fund 
(1948/49  to  1950/51)  and  ior  capital  outlay  (1952/53  and  later) 
from  the  State  Agricultural  Marketing  and  State  Timber  Boards. 

Cambodia: 

Defence  expenditure  includes  contributioru  by  France. 

Revenue  excludes  contributions  and  reimbursements.  Customs 
duties  include  state  monopolies. 

Ceylon: 

Traruactions  include  net  results  of  railway  and  electricity 
departments. 

Expenditure:  includes  loan  fund  expenditure.  Defence:  ex¬ 
cludes  capital  outlay  met  from  loan  fund  expenditure.  Subsidies: 
food  subsidies.  Investment:  public  works  outlay  and  loan  fund 
expenditure:  the  latter  includes  capital  outlay  on  defence. 

Revenue:  includes  interest  received  on  war  loan  to  the  United 
Kingdom. 

China:  (Central  Government  of  the  Republic  of  China) 

Expenditure:  includes  debt  retirement  which  cannot  be 
separated  from  interest  payments.  Subsidies:  support  to  sugar 
farmers.  Other  current  expenditure:  includes  direct  capital  outlay; 
includes  also  debt  repayment.  Loans  and  advances;  include 
grants  for  capital  outlay. 

Revenue:  includes  forced  loans  procured  from  government 
enterprises,  private  corporations  and  individuals. 

Taxes  on  income  and  wealth:  include  death  and  gift  taxes, 
capital  levies  including  forced  loans  from  government  enterprises, 
private  corporations  and  individuals,  but  excludes  property  taxes. 
Transaction  and  consumption  taxes;  also  include  customs  duties. 
Other  taxes;  also  include  property  taxes. 


Hong  Kong: 

Expenditure:  includes  debt  redemptions  1949/50  and  1950/51: 
expenditure  from  rehabilitation  loan  not  available.  1951/52  and 
later:  include  expenditure  from  rehabilitation  loan  and  develop¬ 
ment  fund. 

Investment;  public  works,  colonial  development  and  weliare 
schemes  and  expenditure  from  rehabilitation  loan  and  develop¬ 
ment  fund.  Loans  and  advances:  housing  loans  from  development 
fund. 

Revenue:  Customs:  there  is  no  general  customs  tariff  in 
Hong  Kong,  import  duties  being  confined  to  liquor,  tobacco, 
hydrocarbon  oils,  toilet  articles,  proprietary  medicines  and  table 
waters.  Taxes  on  income  and  wealth:  taxes  on  assessed  rateable 
values  and  earnings  and  profits  tax.  Other  tax  revenue:  internal 
revenue  consisting  of  taxes  on  betting,  business  registration,  dance 
halls,  entertainments,  estate,  restaurant  meals  and  liquors  and 
stamp  duties. 

Indio: 

Central  Government:  Transactions  of  state  trading  schemes 
are  excluded. 

Expenditure:  includes  that  from  railway,  postal  and  special 
development  funds;  excludes  state  trading  schemes.  1948/49: 
excludes  lump  sum  payment  to  the  United  Kingdom  Government 
for  the  purchase  of  sterling  annuities  to  meet  the  sterling  liabilities 
in  respect  of  pensions  (Rs.  2,240  million)  and  for  the  purchase  of 
surplus  war  material  (Rs.  1,333.3  million);  excludes  also  the 
purchase  of  the  shares  of  the  Reserve  Bank  of  India  (Rs.  59.3 
million).  1948/49  and  later;  exclude  credits  corresponding  to 
the  pension  liabilities  paid  in  lump  sum  in  1948/49,  and  receipts 
from  the  sale  of  war  surplus  stores  purchased  from  the  United 
Kingdom  Government  in  the  same  year.  1949/50:  excludes 
additional  subscription  to  the  Bank  and  Fund  on  the  devaluation 
of  the  Indian  rupes  (Rs.  791.2  million).  1950/51:  excludes  transfer 
to  the  contingency  fund  (Rs.  150  million)  and  payment  to  Pakistan 
for  its  share  of  the  payments  to  the  Bank  and  Fund  (Rs.  26.2 
million). 

Central  Government:  defence:  1948/49:  excludes  lump  sum 
payment  (Rs.  1,333.3  million)  ior  the  purchase  of  surplus  war 
material,  1948  and  later:  exclude  receipts  from  the  sale  of  these 
stores.  Subsidies;  losses  on  imported  and  locally  procured  food- 
grains.  1951/52:  approximate  figure. 

States;  Contribution  to  provincial  and  local  governments; 
data  from  Central  Government  budgets.  Investment;  gross  invest¬ 
ment  less  grants  from  the  Central  Government  ior  development. 
Loans  and  advances;  to  municipalities  and  local  boards  less 
loans  from  the  Central  Government.  The  lotter  figures  from  the 
financial  accounts  of  States  do  not  reconcile  with  figures  from 
central  budgets. 

Revenue;  includes  the  provision  ior  depreciation,  etc.  of  public 
enterprises.  1953/54:  excludes  Rs.  180  million  as  part  of  the 
pre-Partition  debt  to  be  repaid  by  Pakistan  to  India. 

Central  Government:  taxes  on  income  and  wealth;  exclude 
share  of  income  taxes  payable  to  the  states.  Customs:  exclude 
customs  revenue  assigned  to  the  states.  Transactions  and  con¬ 
sumption  taxes:  include  net  revenue  from  opium  monopoly. 

States:  Taxes  on  income  and  wealth:  include  agricultural 
income  taxes.  Transactions  and  consumption  taxes  include  excise 
taxes  transferred  from  the  central  excise  revenue. 

lapon: 

Data  relate  to  the  General  Fund  but  include  net  deficits  or 
net  surpluses  of  the  Special  Accounts  and  government  enterprises 
transferred  from  or  to  the  General  Fund.  Profits  derived  from 
commercial  operations  or  from  lending  to  private  concerns,  which 
were  not  transferred  to  the  General  Fund,  were  excluded  from 
revenue;  to  the  extent  of  this  exclusion,  therefore,  revenue  is 
understimated.  Total  expenditure:  expenditure  from  General  Ac¬ 
count,  U.S.  Aid  Counterpart  Fund,  Trust  Fund  Bureau,  Industrial 
Investment  Special  Account,  and  subscription  to  local  government 
loans  from  the  Postal  Insurance  Fund.  Expenditure  for  the  pur¬ 
chase  of  foreign  exchange  amounting  to  Y35.0  billion  ior  1952/53 
and  Y80.0  billion  ior  1951/52  is  excluded. 

1951/52:  General  Account  (750,000  million  yen)  +  Trust  Fund 
Bureau  (129,000  million  yen)  +  Counterpart  Fund 
(122,000  million  yen)  —  Foreign  Exchange  Special  Ac¬ 
count  (80,000  million  yen)  =  921,000  million  yen. 
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1952/53;  General  Account  (932,000  million  yen)  -f-  Trust  Fund 
Bureau  (173,000  million  yen)  -I-  Counterpart  Fund  (59,000 
million  yen)  —  Foreign  Exchange  Special  Account 
(35,000  million  yen)  =  1,129,000  million  yen. 

1953/54:  General  Account  (1,027,000  million  yen)  4-  Postal  In¬ 
surance  (19,000  million  yen)  -f-  Trust  Fund  Bureau 
(172,000  million  yen)  -f-  Counterpart  Fund  and  Industrial 
Investment  Special  Account  (61,000  million  yen)  = 
1,279,000  million  yen. 

Defence  expenditure:  1948/49  to  1950/51:  reparation  and 
occupation  costs. 

1951/52:  Occupation  cost  (93,000  million  yen)  +  National  Reserve 
Police  (21,000  million  yen):  total  114,000  million  yen. 

1952/53:  Defence  expenditure  (65,000  million  yen)  -|-  Security 
expenditure  (56,0<X)  million  yen)  -)-  National  Safety 
Agency  (59,000  million  yen);  total  180,000  million  yen. 

1953/54;  Defence  expenditure  (62,000  million  yen)  -)-  National 
Safety  Agency  (61,000  million  yen)  =  Total  (123,000 
million  yen). 

Subsidies;  price  stabilization  subsidies  (for  1951/52  including 
subsidies  for  iron  and  steel  and  fertilizers). 

Social  Services:  Facilities  for  education,  expenditure  for 
housing,  social  relief  expenditure,  social  insurance,  tuberculosis 
expenditure,  unemployment  expenditure,  relief  for  war  widows, 
pension  for  soldiers,  expenditure  for  government  schools,  etc. 

Loans,  advances  and  investment;  1951/52  to  1953/54  include 
government  outlays  and  grants  and  loairs  to  government-owned 
enterprises,  private  industries  and  agriculture  for  expansion  of 
production  financed  by  taxes  as  well  as  by  borrowing  from  trust 
insurance  funds  and  loans,  but  exclude  subscription  to  local 
bonds.  Figures  for  investment  are  generally  on  a  net  basis  but 
in  some  cases  they  include  expenditure  on  repair  and  maintenance 
of  government  property. 

Revenue:  Excludes  carry-over  from  the  preceding  year 
Taxes  on  income  and  wealth;  taxes  on  income,  corporation, 
extraordinary  profits,  inheritance,  capital  and  revaluation  of  ossets. 
Customs:  customs  and  tonnage  duties. 

Transaction  and  consumption  taxes:  taxes  on  liquor,  sugar, 
gasoline,  commodities,  securities  and  transportation.  Other  tax 
revenue:  monopoly  profits. 

Korea  (South): 

Subsidies:  expenditures  described  as  "subsidy  to  special 
account."  Investment:  public  works  only. 

Other  tax  revenue:  monopoly  profits. 

Laos 

Expenditure  excludes  military  expenditure.  Investment:  public 
works  only. 

Revenue  excludes  contributions  and  reimbursements.  Cus¬ 
toms  exclude  excise  taxes  on  imported  products.  Licenses,  stamp 
duties,  etc.:  only  registration  fees. 

Malaya  (Federal  Government  only) 

Expenditure  includes  the  allocations  made  from  federal 
revenues  to  the  States  and  settlements  to  meet  estimated  deficits 
and  other  unforeseen  expenditure. 

Defence  expenditure:  excludes  expenditure  financed  directly 
by  the  United  Kingdom  but  includes  emergency  and  resettlement 
expenditure. 

Nepal: 

Revenue:  excludes  Rs.  1  million  annual  grant  from  the 
Government  of  India. 

Transaction  and  consumption  taxes:  excise  and  entertainment 
taxes.  Licenses,  stamp  duties,  etc.:  registration  fees  only. 

Pakistan: 

Central  Government:  1953/54  figures  based  on  revised  data 
supplied  by  Government  of  Pakistan  and  reclassified  by  ECAFE 
Secretariat.  Transaction  of  state  trading  schemes  excluded.  State 


trading  operations  resulted  in  a  surplus  of  67.1  million  rupees  in 
1951/52;  in  a  deficit  of  176.5  million  rupees  in  1952/53  and  again 
in  a  surplus  of  240.4  million  rupees  in  1953/54.  Expenditure: 
includes  that  from  railway,  postal,  development  and  other  funds, 
excludes  lump  sum  payment  (Rs.  109.1  million)  in  1948/49,  and 
corresponding  credits  in  that  year  and  later  for  the  purchase  of 
sterling  annuities  to  pay  pensions;  excludes  currency  capital 
outlays.  1948/49  and  1949/50:  capital  outlays  and  loaiu  and 
advances  are  revised  estimates.  1953/54:  excludes  Rs.  50  million 
provision  for  the  payment  of  part  of  the  pre-Portition  debt  to 
India. 

1948/49  and  1949/50:  revenue  account  expenditure,  actuals; 
capital  outlays  on  defence  investment  and  net  loans  and  advances, 
revised  estimates. 

States:  Defence:  expenditure  of  Bahawalpur  only.  From 
1952/53  Bahawalpur  contingents  were  integrated  in  the  Pakistan 
army.  Loatu  and  advances:  to  municipalities  and  other  bodies 
less  loans  from  the  Central  Government.  The  latter  figures  taken 
from  provincial  budgets  do  not  reconcile  with  those  in  the  central 
budgets. 

Revenue:  Central  Government:  Receipts  from  the  soles  of 
foreign  aid  supplies  are  excluded.  Includes  the  provision  for 
depreciation  etc.  of  public  enterprises.  1952/53  and  1953/54; 
includes  excise  duties  transferred  to  provinces  and  states. 

Other  taxes:  taxes  and  duties  levied  under  the  Supplementary 
Finance  Act  of  1950.  1953/54:  includes  the  net  result  of  tax 
proposals  in  the  Budget. 

States:  Land  taxes:  includes  also  the  tax  levied  for  irrigation 
services  in  the  Punjab.  Customs;  1949/50  and  1950/51:  include 
the  share  ot  East  Bengal  in  export  duty  on  jute  levied  by  the 
Central  Government.  Transaction  and  consumption;  mostly  excise 
and  sales  taxes.  Licenses,  stamp  duties,  etc.;  include  also  the 
entertainment  and  motor  vehicle  taxes. 

Philippines: 

Transactions  include  apportionment  to  local  governments. 
1948/49:  consolidation  of  general,  special  and  bond  funds. 
1949/50  and  later  general  and  special  funds.  Public  enterprises 
are  excluded 

Expenditure  on  economic  services:  included  in  investment 
expenditure.  Investment;  includes  current  expenditures  on  econo¬ 
mic  services,  excludes  capital  outlay  of  public  enterprises. 

Total  tax  revenue:  includes  revenue  apportionment  to  local 
governments.  Taxes  on  income  and  wealth;  franchise,  income, 
residence,  immigrants,  estates  and  inheritance  and  war  profits 
taxes.  Transaction  and  consumption  taxes:  gasoline  taxes  credited 
to  National  Highways  Fund  and  excise  taxes.  Licenses,  stamp 
duties,  etc.;  Motor  vehicles  taxes  credited  to  the  Motor  Vehicles 
Fund,  licence  fees  for  business  and  occupations,  documents  stamp 
tax,  tonnage  dues  and  forest  products  taxes. 

Singopore 

Expe'.iditure:  1949  to  1952:  includes  expenditure  from  the  3 
per  cent  1946  Rehabilitation  Loan.  Investment  expenditure  on 
public  loans,  colonial  development  and  welfaie  schemes  and  from 
3  per  cent  1946  Rehabilitation  Loan. 

Taxes  on  income  and  wealth:  income  and  estate  taxes. 
Transaction  and  consumption  taxes;  entertainment,  liquor,  petro¬ 
leum  and  tobacco  taxes.  Licences,  stamp  duties,  etc.;  stamp 
duties,  betting,  totalisator  and  miscellaneous  taxes. 

Thoiland: 

Figures  are  original  data  as  supplied  by  Ministry  of  Finance 
without  attempt  at  reclassification. 

Revenue:  Taxes  on  income  and  wealth:  include  also  motor 
vehicle  taxes. 

Viet-Nam: 

Defence  expenditure  includes  contributions  by  France. 

Revenue  excludes  contributions  and  reimbursements.  Customs 
duties  include  excise  revenue  and  revenue  from  fiscal  monopolies. 
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PRODUCTION  1.  INDEX  NUMBERS  OF  PRODUCTION 

1948  =  100 


1949 

1950 

1951 

1 

1952 

1  9 

5  3 

ldb2  1 

III 

IV 

I 

II 

III 

Jul 

Aug 

Sep 

CHINA  (Taiwan  only)  (1951  =  100)“ 

Industrial  production . 

108 

110 

100 

124 

133 

144 

148 

144 

149 

153 

Public  utilities . 

100 

105 

108 

109 

no 

109 

112 

109 

Electricity . 

66 

si 

100 

no 

118 

118 

119 

116 

122 

119 

Mining  and  Quarrying . 

100 

128 

126 

108 

97 

95 

101 

95 

Coal . 

174 

108 

100 

138 

145 

152 

130 

134 

122 

135 

Manufacturing . 

100 

126 

137 

151 

156 

151 

157 

162 

Food . 

144 

147 

100 

120 

•  • 

70 

129 

137 

96 

168 

147 

Textiles . 

48 

64 

100 

167 

208 

224 

224 

221 

214 

237 

Chemicals . 

60 

70 

100 

109 

97 

107 

134 

141 

123 

137 

INDIA*> 

Manufacturing  and  mining . 

98 

97 

108 

119 

118 

i 

123 

122 

1 

124 

124 

125 

121 

127 

Mining  (coal) . 

106 

107 

115 

122 

114 

121 

126 

126 

113 

109 

108 

121 

Chemicals  and  allied  trades  .... 

114 

129 

145 

204 

210 

257 

258 

233 

259 

253 

259 

265 

Metal  manufactures  (other  than  ma¬ 
chinery)  . 

108 

114 

119 

121 

116 

164 

120 

101 

100 

101 

95 

104 

Engineering  and  electrical  goods 

121 

146 

188 

170 

166 

164 

165 

188 

204 

202 

198 

211 

Textiles . 

90 

82 

90 

100 

103 

102 

101 

104 

104 

107 

102 

104 

Cotton  textiles . 

91 

84 

93 

104 

no 

no 

109 

112 

113 

115 

112 

113 

Jute . 

85 

77 

80 

87 

83 

83 

80 

81 

80 

85 

73 

82 

Paper  . 

105 

111 

135 

140 

144 

143 

139 

136 

154 

159 

149 

153 

Manufacture  of  non-metallic  mining  pro- 

ducts  (other  than  coal  and  petroleum) 

107 

149 

171 

173 

143 

203 

247 

205 

193 

158 

180 

243 

Manufactures  of  wood  (plywo^) 

89 

93 

132 

168 

151 

149 

139 

111 

96 

102 

100 

84 

Food  (sugar) . 

93 

91 

104 

139 

370 

111 

112 

333 

10 

— 

10 

JAPAN 

Industrial  production . 

124 

142 

193 

213 

218 

221 

225 

250 

253 

250 

251 

259 

Public  utilities . 

113 

122 

134 

146 

119 

149 

151 

156 

159 

163 

157 

157 

Manufacturing  and  mining  .... 

130 

153 

210 

232 

237 

240 

244 

272 

276 

271 

273 

282 

Mining . 

115 

121 

138 

142 

149 

108 

167 

156 

138 

146 

132 

137 

Manufactures . 

131 

156 

219 

244 

249 

261 

254 

289 

297 

291 

295 

305 

Non-durable . 

134 

190 

254 

298 

;  313 

325 

320 

363 

373 

370 

371 

377 

Textiles . 

128 

186 

261 

298 

318 

310 

292 

330 

368 

366 

356 

382 

Chemicals . 

140 

203 

277 

1  332 

341 

371 

374 

435 

411 

404 

414 

414 

Durable . 

134 

147 

220 

230 

224 

239 

1  229 

260 

268 

257 

266 

282 

Metals . 

176 

242 

360 

386 

372 

400 

1  395 

458 

472 

1  456 

480 

479 

Machinery  &  transport  equipment 

124 

117 

184 

191 

187 

i  197 

184 

208 

'  221 

206 

214 

243 

PHILIPPINES  (First  quarter  1952=100) 
Manufactures . 

1 

1 

i 

1  no 

!  104 

1  112 

1 

i  112 

1 

!  •• 

Non-durable  manufactures  .... 

1  106 

i  102 

I  lU 

115 

1 

Tobacco  products . 

1 

! 

1  91 

1  94 

\  97 

;  no 

Textiles . 

1 

i 

1  155 

{  140 

134 

;  128 

Footwear  and  wearing  opparel  . 

1  •• 

115 

1  107 

118 

116 

1 

Chemicals . 

1 

119 

102 

80 

1  93 

1  .. 

Durable  manufactures . 

i 

i  ■  • 

1  115 

;  105 

1  110 

i  110 

!  .. 

Stone,  clay  and  gloss  products 
(including  cement) . 

1 

1 

!  92 

’  92 

\  91 

\  91 

1 

Metal  products . 

1 

1  .. 

i 

1  •• 

1  127 

!  115 

178 

166 

Electrical  appliances . 

j - 

i 

I 

i  ' 

■■ 

!  143 

124 

- 

1  100 

_ 

<  104 

i 

-1 - 

a.  From  1951  onward  figures  relate  to  a  recently  constructed  index 
covering  output  of  112  commodities.  The  index  is  compiled  using 
Laspeyres*  formula,  based  on  1951  prices.  Figures  for  1949  and 
1950  relate  to  the  old  official  index  (original  base  1948=100)  cover¬ 
ing  output  of  68  commodities  by  public  enterprises  only.  Sugar 
production  is  excluded  from  the  monthly  index  but  included  in  the 
annual  index. 

b.  Group  indices  compiled  by  the  ECAFE  Secretariat  on  basis  of 
the  Interim  Index  (base  1946—100)  of  Production  published  by  the 
Ministry  of  Commerce  and  Industry,  Calcutta. 

The  following  series  have  been  used  for  the  compilation  of  the 
index  for  individual  industries: 

I.  Mining:  coal. 

II.  Chemicals  and  allied  trades:  (1)  Paints  and  varnishes, 
(2)  Matches,  and  (3)  Chemicals. 


III.  Metal  manufacturers  (other  than  machinery):  (1)  Non- 
ferrous  metals  and  (2)  Steel. 

IV.  Engineering  and  electrical  goods:  (1)  Bicycles,  (2) 
Sewing  machines,  (3)  Electric  lamps,  (4)  Electric  fans, 

(5)  General  engineering  and  electrical  engineering,  and 

(6)  Electric  motors. 

V.  Textiles:  (1)  Cotton  textiles,  (2)  Woolen  manufactures, 
and  (3)  Jute. 

VI.  Paper:Paper  and  paper  board. 

VII.  Manufacture  of  non-metallic  mining  products  (other  than 
coal  and  petroleum):  (1)  Cement,  (2)  Glass  and  (3) 
Refractories. 

VIII.  Manufacture  of  wood:  plywood. 

IX.  Food:  sugar. 


2.  PRODUCTION  OF  SELECTED  COMMODITIES 

Monthly  averages  or  calendar  months 


PRODUCTION 

Thousand  tons 


19381' 

1948 

1950  1 

1951 

1 

1952 

1  9 

5  3 

1952  1 

III  i 

IV  i 

I  i 

1 

—  i 

n  I  III  1 

I  .  _L 

Jul 

Aug 

Sep 

COAL 

i 

j 

China  (Taiwan  only)  .... 

183 

136 

117 

133 

190  1 

204 

210  1 

200  1 

210  1 

180 

185 

168 

186 

India . 

2,400“ 

2,551 

2,735 

2,905 

3,067  ! 

2,864  1 

3,077  ' 

3,132  I 

3,167  1 

2,869 

2,79^ 

2,791 

3,020 

Indonesia . j 

121 

45 

67 

72 

80  1 

86 

77  , 

78  j 

71 

73 

lapan . i 

3,484 

2,810 

3,205 

3,610  1 

3,613  1 

3,772 

2,436  : 

4,436  1 

4,026  ! 

3,365 

3,625 

3,189 

3,28  i 

Korea  (South) . I 

19 

67 

53  1 

14 

48  ; 

49  I 

68 

62  1 

70  1 

76 

64 

81 

82 

Malaya® . ! 

40 

32 

35 

32  1 

27  1 

31  i 

24  I 

26  1 

27  ; 

24 

27  ; 

23  ; 

21 

Pakistan® . 

20  i 

37 

43  i 

50  1 

40  ' 

55  , 

63  I 

48 

33  1 

32 

31  1 

37 

Viet-Nam . 

195  i 

30  , 

42 

53  1 

71  ; 

57  . 

86 

61  I 

65 

59 

58 

55  , 

63 

ELECTRICITY  (Mn  kwh) 

1 

1 

1 

J 

Cambodia . 

1 

1 

1 

1 

2 

2 

2 

1 

>  •  1 

1 

Ceylon . 1 

3 

5 

7 

9  1 

10  i 

9 

11 

12 

12 

It 

12  1 

12 

China  (Taiwan  only)  ....  ' 

70 

87 

107 

115 

119 

125 

126 

126 

128 

125 

130  ! 

128 

Hong  Kong . j 

13 

24 

29 

33 

34  , 

33  > 

33 

36 

38  ' 

39 

39  1 

38 

India . 

211“'’ 

381 

425 

489 

516  , 

532  ! 

543 

524  : 

547 

575  j 

580  1 

578  ; 

566 

Japan . 

2,004 

2,644 

3,236 

3,426  1 

3,668 

3,724 

3,717  1 

3,554 

3,653  : 

4,075 

4,198  1 

4,029  1 

3,998 

Korea  (South) . 

41 

34  1 

26 

53 

55 

62  ' 

56 

62  ^ 

66 

65  1 

67  ' 

65 

Malaya . 

36 

66  ' 

76 

80 

80 

82 

78 

87  i 

88  1 

89  I 

88 

88 

Pakistan . 

ii 

15 

19 

25 

25 

31 

29 

34 

1 

..  i 

Philippines  (Manila)  .... 

12 

30 

38 

41 

48 

48 

50 

49 

51  ' 

54 

54 

54  ' 

54 

Thailandh  (Bangkok)  .... 

3t 

4 

4 

5 

5 

5 

5 

6 

7 

8 

7 

8 

8 

Viet-Nam . 

8 

8 

14 

16 

19 

19 

20 

23 

24 

26  : 

26 

26 

26 

PETROLEUM,  CRUDE 

1 

Brunei . 

59 

224 

343 

415 

423 

427 

416 

402 

.. 

Indonesia . 

616 

361 

534 

620 

710 

724 

790 

790 

854 

862 

.. 

Japan  . 

30 

14 

25 

28 

26 

26 

28 

25 

24 

27 

27 

27 

27 

Pakistan . 

5 

12 

13 

15 

15 

16 

16 

16 

15 

18 

13 

13 

Sarawak . 

17 

4 

5 

4 

4 

4 

4 

4 

IRON  ORE 

Hong  Kong  . 

— 

— 

14 

14 

11 

7 

12 

14 

10 

12 

11 

13 

12 

India . 

232 

193 

250 

310 

333 

309 

274 

286 

226 

311 

Japan  . 

52 

47 

69 

76 

103 

90 

81 

78 

108 

109 

106 

109 

Malaya . 

137 

— 

42 

72 

57 

119 

124 

152 

114 

105 

Philippines  . 

77 

1 

50 

75 

97 

96 

87 

95 

108 

114 

112 

114 

117 

TIN  IN  CONCENTRATES  (tons) 

Burma . 

419 

97 

129 

138 

80 

80 

so 

80 

80 

80 

so 

so 

80 

China . 

906 

406 

soo 

^00 

ioO 

iSO 

450 

58J 

522 

525 

525 

SiS 

525 

Indonesia . 

2,517 

2,588 

2,718 

2,623 

2,964 

3,310 

3,163 

2,380 

2,903 

3,091 

3,292 

2,992 

2,990 

Japan  . 

10 

28 

37 

54 

57 

63 

59 

63 

66 

71 

68 

60 

Laos  &  Viet-Nam . 

135 

3 

5 

8 

IS 

is 

IS 

to 

to 

JO 

to 

to 

to 

Malaya . 

3,673 

3,795 

4,872 

4,840 

4,812 

4,773 

4,926 

4,758 

4,567 

4,701 

4,782 

4,578 

4,744 

Thailand . 

1,255 

B59 

878 

805 

802 

792 

931 

900 

853 

779 

780 

685 

871 

TIN  METAL  (tons) 

Malaya . 

5,456 

4,209 

5,821 

5,581 

5,320 

5,824 

5,240 

5,836 

4,706 

5,481 

6,001 

5,858 

!  4,584 

NATURAL  RUBBERc 

British  Borneo*! . 

2.4 

5.2 

7.0 

5.6 

4.5 

3.9 

4.5 

4.4 

3.8 

3.7 

3.9 

3.8 

i  3.3 

Burma . 

0.8 

1.0 

0.8 

0.8 

0.9 

0.2 

0.7 

i.c 

l.I 

o.t 

_ 

Cambodia . 

1.4 

1.4 

1.2 

1.3 

1.5 

1.7 

2.2 

1.2 

1.7 

2.6 

2.0 

2.0 

1  2.0 

Ceylon . 

4.3 

8.0 

9.6 

8.9 

8.2 

8.5 

10.3 

7.1 

7.5 

8.3 

-  6.6 

9.7 

8.6 

India . 

1.3 

1.3 

1.3 

1.5 

1.7 

1.8 

2.3 

1.2 

1.8 

1.7 

0.9 

1.9 

!  2.4 

Indonesia . 

27.0 

36.6 

59.0 

68.2 

63.1 

60.2 

69.3 

56.5 

58.7 

61.9 

66.3 

59.6 

1  59.9 

Malaya . 

30.4 

59.1 

58.8 

51.3 

49.4 

50.5 

52.8 

48.0 

45.1 

50.6 

51.6 

52.0 

,  48.2 

Thailand® . 

7.7 

8.1 

9.5 

9.2 

8.3 

8.6 

8.2 

10.0 

6.4 

8.1 

10.1 

5.9 

'  8.2 

Viet-Nam . 

3.6 

2.3 

2.7 

3.1 

3.4 

4.1 

4.8 

2.8 

3.4 

4.5 

4.6 

4.7 

4.1 

COTTON  YARN 

China  (Taiwan  only)  .... 

— 

0.3 

0.6 

;  1.1 

1.3 

1.4 

1.4 

i  1.7 

1.6 

1.5 

1  1.6 

1.6 

Hong  Kong  . 

2.0 

2.4 

1  2.5 

2.5 

2.4 

;  2.3 

2.6 

2.8 

,  2.8 

2.9 

2.9 

India . 

49.3 

55.6 

43.7 

49.0 

j  54.7 

57.8 

58.0 

1  55.2 

1  56.1 

59.3 

60.3 

]  59.0 

1  58.5 

Japan . 

54.5 

10.4 

19.9 

28.1 

i  29.4 

i  29.3 

30.6 

1  28.3 

32.1 

37.4 

1  37.2 

,  36.0 

39.1 

Korea  (South) . 

;  0.5 

0.8 

1  0.5 

'  0.8 

0.9 

'  1.0 

0.9 

1.3 

1.2 

1-2 

1  1.2 

1  1-2 

COTTON  FABRICS  (Mn  metres) 

, 

t 

1 

Ceylon  (Mn  sq.  metres)  . 

0.6 

1  0.5 

0.5 

0.6 

1  0.7 

0.8 

i  0.7 

0.7 

0.7 

1  0.6 

t 

China  (Taiwan  only)  .... 

1.0 

3.0 

4.3 

;  6.8 

,  7.0 

1  7.5 

1  10.9 

'  10.0 

10.6 

1  10.5 

1 

1  9.8 

11.4 

India  . 

325 

337 

I  275 

319 

’  351 

;  374 

370 

1  364 

383 

385 

398 

'  385 

372 

Japan  (Mn  sq.  metres)  .... 

;  243.6 

64.4 

1  107.4 

151.8 

156.0 

:  156.0 

153.2 

!  167.0 

.  202.2 

201.8 

1  199.8 

196.2 

209.6 

Korea  (South) . 

1  •• 

2.1 

1 

2.5 

1  5.0 

5.1 

1  8.8 

5.6 

1  6.7 

,  9.3 

1  10.0 

8.4 

9.7 

Pakistan  . 

6.7 

1  8.1 

9.7 

i  13.3 

1  13.9 

'  14.7 

'  12.4 

1  17.3 

i 

1 

1 

Philippines . 

0.6 

0.7 

0.8 

0.5 

0.5 

‘  0.4 

0.6 

1  0.4 

1.3 

1.1 

1.4 

1  1.3 

CEMENT 

j 

j 

China  (Taiwan  only)  .... 

19.6 

27.7 

32.4 

j  37.1 

,  40.1 

40.8 

41.9 

1  43.4 

43.7 

43.1 

44.2 

I  43.8 

Hong  Kong  . 

4.4 

5.7 

6.0 

5.8 

1  5.3 

4.6 

4.8 

1  4.7 

1  5.5 

1  6.5 

1  6.4 

1  3.6 

India  . 

119.0 

131.0 

221.0 

271.0 

1  300.0 

'  318.0 

311.0 

290.1 

313.9 

326.0 

349.9 

1  312.1 

;  315.9 

Japan . 

473.6 

154.9 

371.9 

1  545.6 

1  593.1 

i  593.1 

I  640.2 

i  551.6 

1  768.9 

,  776.9 

743.6 

816.6 

770.4 

Korea  (South) . 

1.9 

{  0.8 

1  0.5 

1  1.9 

1.4 

3.8 

'  1.0 

I  5.6 

'  4.1 

1  2.3 

1  5.4 

,  4.6 

Pakistan . 

27.4 

35.1 

;  42.3 

44.9 

'  40.0 

!  48.1 

i  52.5 

54.5 

1  45.4 

41.4 

37.2 

'  56.9 

Philippines*’ . 

13.9 

10.0 

24.9 

,  26.3 

1  26.4 

:  25.2 

1  23.7 

25.0 

1  24.4 

25.3 

26.0 

,  24.1 

25.7 

Thailand . 

!  9-7t 

6.9 

13.8 

1  19.0 

1  20.6 

1  19.7 

20.8 

^  22.9 

22.1 

,  22.1 

j  19.3 

1  20.3 

26.7 

Viet-Nam . 

1  22.2 

8.1 

1  12.0 

1  17.7 

18.4 

i  16.7 

1  21.0 

24.2 

1  21.9 

;  24.8 

26.7 

,  23.4 

;  24.3 

-1 - ^ — 

J — — - — 

■A - 

i - 

a.  Malaya:  liRnite  only.  Pakistan:  including  lignite.  c.  Production  of  Cebu  Portland  Cement  Company  only. 

b.  Relates  only  to  the  consumption  of  electricity  generated  by  the  p.  1036  for  Japan,  unless  otherwise  indicated. 

Bangkok  Electric  Works.  q.  Former  British  provinces  and  Indian  Slates. 

c.  Including  latex.  r.  1939. 

d.  Net  exports. 
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TRANSPORT 

3.  VOLUME  OF  TRAFFIC:  RAILWAYS,  SEA-BORNE  SHIPPING  AND  CIVIL  AVIATION 

Monthly  averages  or  calendar  months 


1952 

1  9 

5  3 

1938P 

1948 

1950 

m 

III 

IV 

I 

II 

III 

lul 

Aug 

Sep 

RAHWAYSa 

Passenger-kilometres  (Mn) 

Burma . 

59 

40t 

14t 

28t 

34t 

33 

■i 

46 

57 

50 

1 

52  i 

49 

49 

China  (Taiwan  only) 

69 

166 

176 

166 

146 

139 

153 

152 

154 

157 

mEM 

152 

159 

Cambodia  &  Viet-Nom  . 

74 

8 

6 

9 

11 

8 

12 

15 

15 

16 

14 

Indiat . 

2,385 

4,925 

5,396 

5,078 

4,723 

4,306 

Japan!  . 

2,185 

6,595 

6,421 

■azsa 

6,784 

6,693 

6,436 

7,053 

6,936 

6,590 

7,553 

6,664 

Korea  (South) . 

236 

95 

125 

219 

256 

223 

171 

228 

280 

255 

267 

317 

Pakistan! . 

— 

656 

761 

827 

790 

842 

766 

7SJ 

724 

747 

732 

Philippinesp . 

40 

24 

30 

32 

31 

26 

29 

34 

43 

29 

34 

26 

26 

Thailand . 

25 

109 

120 

152 

188 

167 

171 

222 

207 

166 

168 

165 

164 

Freight  ton-kilometres  (Mn) 

Burma . 

95 

52t 

7t 

17t 

24t 

22 

28 

36 

41 

39 

44 

33 

China  (Taiwan  only) 

52 

74 

78 

96  < 

95 

93 

98 

123 

no 

111 

112 

Cambodio  &  Viet-Nam  . 

28 

7 

11 

16 

15  1 

16 

15 

19 

20 

17 

17 

18 

17 

India! . 

2,968 

3,040 

3.638 

3,807 

3,866 

3,847 

3,743 

Japan!  . 

1,305 

2,109 

2,560 

3,074 

3,227 

3,196 

3.337 

3,103 

3,290 

3,143 

2,954 

3.246 

Korea  (South) . 

87 

86 

229 

256 

243 

260 

267 

272 

250 

257 

231 

262 

Malaya . 

22 

26 

33 

33 

31 

33 

31 

32 

31 

31 

32 

31 

31 

Pakistan! . 

— 

319 

370 

418 

447 

361 

500 

SAC 

514 

433 

410 

Philippinesp . 

14 

10 

13 

12 

11 

10 

10 

14 

12 

ii 

10 

11 

ii 

Thailand . 

38 

25 

40 

45 

46 

45 

50 

59 

53 

53 

54 

53 

52 

Freight  tons  (1000) 

Ceylon . 

7 

102 

108 

128 

137 

135 

124 

136 

135 

141 

139 

138 

147 

Hong  Kong  . 

40 

8 

29 

23 

23 

23 

27 

27 

22 

15 

18 

13 

14 

Indonesia . 

810 

292 

449 

497 

457 

482 

470 

480 

455 

551 

537 

INTERNATIONAL  SEA-BORNE  SHIPP 
Freight  Loaded  (L)  and  Unloaded 
Ceylon  (Colombo)  L  .  .  . 

ING 

(U)  in  E: 

54 

(temal 

63 

Trade  (1 
61 

)00  tons 
60 

67 

70 

68 

73 

65 

79 

85 

68 

83 

U  ,  .  . 

109 

141 

162 

178 

174 

185 

156 

206 

197 

183 

181 

127 

China  (Taiwan  only)  L  .  .  . 

13 

72 

48 

78 

59 

72 

123 

135 

106 

120 

135 

62 

U  .  .  . 

22 

80 

79 

117 

103 

119 

93 

121 

107 

121 

107 

92 

Hong  Kong  L  .  .  . 

104 

212 

162 

128 

125 

132 

137 

130 

110 

130 

101 

98 

U  .  .  . 

236 

361 

312 

284 

261 

299 

300 

261 

276 

277 

254 

296 

Indonesia*’  L  .  .  . 

916 

432 

704 

749 

820 

890 

1,028 

775 

1,076 

1,098 

1,161 

796 

1,336 

U  ,  .  . 

167 

160 

233 

212 

367 

482 

603 

279 

371 

386 

429 

337 

393 

Japan  L  .  .  . 

1,092 

165 

299 

309 

414 

514 

402 

369 

468 

430 

397 

441 

383 

U  .  .  . 

2,771 

563 

971 

1,760 

1,978 

2,120 

2,007 

2,308 

2,587 

2,579 

2,426 

2,765 

2,545 

Malaya”  (Singapore)  L  .  .  . 

121 

197 

217 

198 

193 

211 

395 

409 

432 

481 

413 

403 

U  .  .  . 

163 

329 

410 

401 

370 

409 

640 

656 

743 

721 

709 

Pakistan!  L  .  .  . 

— 

130 

154 

144 

95 

180 

182 

145 

133 

140 

117 

142 

U  .  .  . 

— 

SQf 

310 

335 

375 

353 

422 

351 

276 

303 

328 

280 

Philippines  L  .  .  . 

257 

26f 

260 

368 

346 

343 

339 

320 

U  .  .  . 

194 

193^ 

156^ 

220 

215 

254 

208 

221 

195 

Viet-Nam  (Saigon)  L  .  .  . 

142 

46 

46 

70 

62 

50 

62 

60 

62 

64 

58 

72 

62 

U  .  .  . 

43 

54 

74 

92 

122 

117 

120 

134 

144 

114 

120 

123 

■Em 

Thailand  L  .  .  . 

•• 

150 

165 

143 

151 

129 

129 

151 

127 

U  .  .  . 

.. 

69 

75 

94 

93 

108 

102 

106 

103 

Entrances  (E)  and  Clearances  (C) 
Burma‘*  E . 

i  Vessel 
311 

s  with  Cargo  in 
118  :  86 

Externc 

106 

il  Trade  (1000  net  registe 
98  1  108  ;  118 

red  tons 
88 

88 

115 

127 

C . . 

361 

157 

106 

138 

132 

140 

i  153 

148 

150 

128 

146 

.. 

India  E . 

760 

646* 

670 

779 

773 

749 

630 

726 

804 

724 

793 

C . 

793 

567* 

607 

652 

739 

740 

878 

836 

904 

870 

900 

CIVIL  AVIATION® 

Passenger-kilometres  (Mn) 

Ceylon . 

0.36 

0.82 

2.76 

1  2.47 

2.80 

! 

2.38 

3.15 

3.94 

China  (Taiwan  only) 

1 

0.82 

1.61 

2.49 

2.15 

I  3.88 

3.07 

3.49 

1 

India . 

i  o.ii 

;  23.65 

31.30 

34.49 

31.93 

28.92 

1  36.43 

35.96 

31.69 

28.68 

28.95 

^  27.75 

29.34 

Indonesia . 

1 

1  8.49 

i  12.35 

;  13.30 

13.28 

13.87 

1  13.17 

13.57 

14.57 

14.43 

14.00 

:  15.60 

Philippines . 

0.21 

I  14.57 

1  15.62 

17.47 

!  17.78 

19.15 

1  17.60 

16.36 

21.77 

20.12 

19.62 

1  19.64 

mm 

Thailand . 

1  — 

i  0.93 

,  1.62 

1  2.01 

2,26 

2.08 

!  1.98 

2.11 

2.64 

1  2.45 

2.84 

'  1.84 

1  2.66 

Freight  ton-kilometres  (1000) 

Ceylon . 

I 

i  2 

1  10 

!  197 

159 

177 

;  172 

i  158 

163 

i 

1 

1 

China  (Taiwan  only) 

121 

217 

1  260 

301 

I  339 

263 

321 

1 

India . 

34 

475 

1  1,868 

2,204 

;  2,154 

2,021 

1  2,550 

2,275 

1,958 

!  i,6ig 

'  1,475 

1,776 

Indonesia . 

389 

j  534 

595 

1  595 

582 

611 

1  603 

617 

1  621 

1  667 

1  618 

579 

Philippines . 

540 

1  637 

793 

1  809 

749 

‘  960 

857 

690 

1  734 

'  766 

1  715 

Thailand . 

i 

1 

17 

43 

59 

1  85 

82 

1  112 

!  139 

131 

:  128 

115 

j  137 

133 

Railway  traffic  coverage: — India  and  Pakistan:  class  I  railways, 
broad  and  metre  gauge  only;  Indonesia:  Postwar  data  relate  to 
Federal  area  only;  Japan:  State  Railways  only;  Philippines: 
Manila  Railroad  Company. 

Post-war  data  relatae  to  Federal  area  only. 

Including  coast-wise  traffic  of  Malaya. 

Total  number  of  entrances  and  clearances  made  during  each  voyage 
but  excluding  sailing  vessels.  Annual  figures  relate  to  12  months 
ending  30  Sept  of  post-war  year  stated. 


e.  Scheduled  domestic  and  international  routes. 

f.  Manila  only, 

p.  Pre-war  data  relate  to  1936  for  Japan,  1939  for  Malaya,  and  April 
1938  to  Mar  1939  for  Burma  and  Thailand;  pre-war  figures  for 
India  include  former  British  provinces  and  Indian  States  for  both 
railway  traffic  and  sea-borne  shipping. 
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EXTERNAL  TRADE 

4.  VALUE  OF  IMPORTS  AND  EXPORTS  AND  BALANCE  OF  TRADE 

Monthly  averages  or  calendar  months  Millions 


HI 

IBI 

HI 

1952 

1  9 

5  3 

1938 

1948 

1950 

1951 

1952  r 

_ L 

...  1 

IV  = 

_ L 

] 

I  i 

_ L 

U  j 

III 

- L. 

Jul 

Aug 

Sep 

N.  BORNEO  (M$) 

0.5 

2.1 

3.8 

5.9 

5.9 

5.5 

6.1  1 

1 

5.5 

1 

6.3  1 

5.4 

6.2 

5.1 

Exports . 

0.8 

2.5 

7.8 

9.6 

5.4 

4.6 

5.4 

4.5 

4.4  1 

4.6 

4.7 

4.1 

Balance . 

+  0.3 

+  0.4 

-f  4.0 

-f  3.7 

—  0.5 

—  0.9 

—  0.7  1 

—  1.0 

-1.9| 

—  0.8 

—  1-5  1 

—  1.0 

BURMA  (K.) 

Imports . 

181 

49t 

44 

54  i 

76 

78  : 

88  ^ 

59 

68  ' 

87 

59 

102 

99 

Exports . 

411 

63t 

63 

82  1 

105 

94  , 

116  1 

51  j 

147  1 

lOS 

145 

95 

70 

Balance . 

+  23 

+  14 

+  19 

+  28  ! 

-t-  29 

+  16  j 

+  28  1 

—  8  j 

+  79  1 

+ 

+  86 

_  7 

_  29 

CAMBODIA— LAOS— VIET-NAM 

16 

197 

361 

i 

523 

770  ; 

747 

'  1 

707  ' 

714  , 

1 

885  : 

1,118 

1,296 

1,026 

1,032 

Exports . 

24 

98 

136 

232 

201  ! 

161 

165  ' 

167  1 

175  1 

267 

213 

372 

215 

Balance . 

+  8 

—  99 

—225 

—291 

—569  1 

—586  1 

—542  1 

—547 

—710 

—851 

—1,083 

—654 

—817 

CEYLON  (Rs.) 

20 

83 

97 

130 

142 

i 

130 

141 

123 

147 

131 

130 

92 

170 

Exports . 

24 

84 

130 

159 

125 

118 

107 

133 

126 

128 

131 

121 

133 

Balance . 

+  4 

+  1 

-f  33 

4-  29 

—  17 

—  12 

-34 

+  10 

—  21 

—  3 

+  1 

+  29 

—  37 

CHINA  (Taiwan  only)  (NTS) 

Imports® . 

66 

99 

147 

174 

158 

124 

123 

143 

184 

121 

124 

Exports . 

50 

90 

122 

95 

93 

132 

114 

224 

351 

219 

104 

Balance . 

—  16 

-  9 

—  25 

—  79 

—  65 

+  8 

—  9 

+  81 

+  167 

+  98 

—  20 

HONG  KONG  (HKS) 

Imports . 

52 

173 

317 

408 

316 

309 

333 

383 

346 

292 

307 

269 

299 

Exports . 

51 

134 

313 

372 

243 

259 

272 

259 

259 

189 

221 

173 

173 

Balance . 

—  1 

—  39 

—  4 

—  36 

—  73 

-  50 

-  61 

—104 

—  87 

—103 

—  86 

—  96 

—126 

INDIAjb  (Rs.) 

Imports . 

523 

520 

795 

550 

554 

459 

435 

546 

494 

517 

500 

464 

Sea  &  air-bome  .... 

130 

452 

484 

728 

529 

540 

423 

417 

536 

465 

489 

473 

432 

Overland . 

71 

36 

67 

21 

14 

36 

18 

10 

29 

28 

27 

32 

Exports . 

378 

521 

619 

482 

524 

468 

442 

400 

435 

410 

401 

493 

Sea  &  air-bome  .... 

142 

353 

506 

596 

466 

506 

460 

437 

396 

428 

406 

392 

486 

Overland . 

25 

15 

23 

16 

18 

8 

5 

4 

7 

4 

9 

7 

Balance . 

+  12 

—145 

+  1 

—176 

—  68 

-  30 

+  9 

+  7 

—146 

—  59 

—107 

—  99 

+  29 

INDONESIA'  (Rp.) 

Imports . 

41 

94 

136 

255 

823 

960 

945 

615 

615 

811 

917 

748 

768 

Exports . 

57 

87 

246 

398 

783 

811 

847 

716 

716 

839 

909 

688 

921 

Balance . 

+  16 

—  7 

-f  110 

-f  143 

—  40 

—149 

—  98 

+  101 

+  101 

+  28 

—  8 

—  60 

+  153 

JAPAN'!  (USS) 

Imports . 

87 

57 

81 

170 

169 

166 

179 

182 

205 

197 

200 

198 

;  192 

Exports . 

84 

22 

68 

113 

106 

96 

100 

93 

107 

105 

101 

111 

104 

Balance . 

—  3 

—  35 

—  13 

—  57 

—  63 

'^9 

—  79 

—  89 

—  98 

—  92 

—  99 

—  ®7 

—  88 

KOREA  (South)  (H.) 

Imports . 

7 

4 

10 

587 

1 

834 

970 

1,003 

2,483 

2,102 

2,780 

1  2,158 

1,364 

Exports . 

6 

!  27 

41 

;  167 

212 

211 

228 

342 

396 

1—1,706 

290 

'  356 

541 

Balance . 

—  1 

,  +  23 

;— 420 

—622 

—759 

—775 

1—2,141 

—2,490 

pl,802 

—828 

MALAYA  (MS) 

Imports . 

46 

149 

i 

1  243 

j  —  61 

!  396 

1  323 

!  296 

315 

'  275 

1 

268 

272 

269 

275 

272 

Exports . 

50 

147 

1  334 

!  506 

I  326 

.  317 

306 

276 

256 

241 

273 

224 

225 

Balance . 

+  4 

—  2 

1+  91 

1  -f  no 

;+  3 

i+  21 

—  9 

i  +  1 

,  —  12 

!  —  31 

'  +  4 

'  —  51 

—  47 

PAKISTANI  (Rs.) 

Imports . 

1  124 

i  126 

!  161 

1  143 

'  159 

!  115 

!  108 

68 

100 

102 

83 

115 

Sea-borne . 

1  99 

114 

143 

129 

141 

;  106 

101 

I  63 

93 

i  96 

76 

!  108 

Overland . 

1  25 

i  12 

1  19 

14 

18 

9 

i  7 

1  5 

'  7 

'  6 

i  7 

'  7 

Exports . 

86 

1  191 

192 

1  128 

83 

150 

i  166 

104 

110 

127 

114 

89 

Sea-borne . 

!  84 

'  163 

146 

!  116 

!  72 

128 

'  160 

95 

97 

,  112 

'  102 

77 

Overland . 

'  2 

28 

46 

12 

11 

22 

6 

9 

13 

15 

12 

12 

Balance . 

1  —  38 

+  65 

;+  31 

1—  15 

—  76 

i  -f  35 

'  +  58 

+  36 

+  10 

+  25 

+  31 

—  26 

PHILIPPINES®  (P.) 

Imports® . 

22.1 

i  97.6 

57.1 

80.2 

'  70.1 

'  74.0 

^  58.6 

!  67.7 

i 

1  76.9 

60.0 

79.3 

50.6 

50.0 

Exports . 

19.4 

:  53.1 

56.2 

68.3 

58.7 

]  51.5 

1  57.0 

!  62.6 

1  66.5 

66.5 

1  75.0 

i  65.2 

.  59.3 

Balance . 

—  2.7 

1—44.5 

1—  0.9 

—11.9 

—11.4 

1—22.5 

!—  1.6 

-5.. 

1  —10.4 

+  6.5 

—  4.3 

;+14.6 

+  9.3 

THAILAND  (Baht) 

Imports . 

lit 

241 

i 

1 

;  387 

487 

473 

1 

1  486 

507 

'  v>. 

Tss 

.. 

Exports^ . 

17t 

373 

1  533 

668 

487 

1  506 

iOS 

1 

iSO 

i 

Balance . 

+  6 

-J-132 

^146 

H-181 

+  14 

+ 

_ 10* 

1  - 

19 

1  •• 

GENERAL  NOTE:  Trade  Statistics  of  Cambodia>Laos-Viet-Nam, 
China  (Taiwan  only)  and  Indonesia  are  based  on  ‘‘Special”  trade 
system  while  all  other  countries  compile  their  statistics  on  basis  of 
“Ceneral”  trade  system.  Monthly  data  are  not  published  for  Brunei 
and  Sarawak.  Monthly  averages  of  annual  figures  are  as  follows: 


1938 

1948 

1950 

1951 

1952 

BRUNF.I  (M$) 

I  mports  . 

0.24 

2.93 

4.59 

4.20 

17.30 

Exports  . 

0.55 

4.10 

17.12 

22.G5 

23.96 

Balance  . . 

.  0.31 

+  1.17 

+  12.63 

+  18.45 

+  6.66 

SARAWAK  (M$) 

Imports  . . 

1.86 

8.23 

24.11 

31.98 

31.91 

Exports  . . 

2.18 

14.27 

31.22 

42.36 

36.65 

Balance  . 

a.  iinpuiLd  exciu^ 

.  +0.32  +  6.04 
,  n.C.A.  imports. 

+  7.11 

+10.38 

+  4.64 

b.  Former  British  provinces  and  Indian  States. 

c.  Figures  for  Jan  1952  cover  the  period  1  Jan — 3  Feb.  As  from  4  Feb 
1952,  the  rise  in  value  over  the  preceding  figures  is  principally  due 
to  a  change  in  the  conversion  rate  from  3.80  (excluding  the  value 
of  the  exchange  certificate)  to  11.40  rupiahs  per  dollar. 

d.  Figures  under  column  for  1938  relate  to  1936:  they  have  been  ad¬ 
justed  to  include  trade  with  Korea  and  China  (Taiwan  only).  Post¬ 
war  imports  include  aid  imports,  exports  include  procurements  for 
U,S.  forces  in  Korea  (South)  and  U.S.  forces. 

e.  Imports  valued  f.o.b. 

f.  Annual  figures  are  estimates  by  the  Bank  of  Thailand  for  parp.>se8 
of  the  balance  of  payments  and  allow  for  the  substantial  under 
valuation  in  Customs  statistics  of  the  principal  export  products. 
Monthly  figures  are  tentative  cstintates  by  ECAFE  Secretariat. 
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EXTERNAL  TRADE 


DIRECTION 


Quarterly  averages 


TRADE  WITH 


All  countries 


CAMBODIA-LAO& 

VIET-NAM 


HONG  KONG 


Exports  I  Imports  Exports  Imports  <  Exports  Imports  I  Exports  I  Imports 


1948 

1950 

1951 

1952 

1952  II 

m 

IV 

1953  I 


143 


ON  OF  TRADE 

erages  gr  quarters 


MALAYA  and  | 

SINGAPORE 

Ezportfl 

Imports 

203.2 

210.4 

328.0 

238.1 

496.3 

388.4 

320.0 

316.3 

303.1 

317.1 

311.1 

285.5 

297.6 

308.9 

263.9 

269.5 

257.3 

262.4 

236.4 

266.4 

49.8 

96.9 

83.9 

153.7 

118.0 

242.0 

91.3 

181.6 

88.5 

176.8 

93.8 

175.4 

88.3 

181.0 

76.8 

152.6 

87.3 

148.5 

72.6 

158.9 

2.3 

1.6 

9.4 

7.6 

12.8 

19.9 

12.6 

20.4 

12.1 

26.3 

12.7 

14.9 

12.0 

13.0 

13.0 

8.7 

11.0 

12.1 

12.9 

10.5 

58.6 

49.6 

103.2 

56.7 

185.6 

100.1 

(120.7) 

(90.6) 

105.9 

91.9 

EXTERNAL  TRADE 


Million  dollars 


TRADE  WITH 


1.9 

0.1 

2.2 

1.8 

1.9 

7.1 

2.2 

1.1 

1.9 

1.0 

(2.0) 

1.4 

L 

1948  Eastern  Europe 

1950 

1951 

1952 
1952 


XUM 
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EXTERNAL  TRADE 


DIRECTION  OF 

Quarterly  averages 


1948 

1950 

1951 

1952 

1952 

n 

m 

IV 

1953 

I 

n 

m 

GENERAL  NOTES: 

1.  Countries  included  in  the  total  for  ECAFE  region  are  the 
following : 

i)  Sterling  countries — Burma,  Ceylon.  Hong  Kong,  India, 
Malaya  and  British  Borneo  and  Pakistan. 

ii)  Non-sterling  countries  —  Cambodia-Laos-Viet-Nam,  China 
(Taiwan  and  mainland),  Indonesia,  Japan,  Philippines, 
Thailand  and  Korea  (South).  Data  are  not  available  for 
Korea  and  Nepal. 

2.  Annual  data  are  based  on  calendar  years  except  for  194S  figures 
in  the  case  of  Burma,  India  and  Pakistan,  which  are  based  on 
the  twelve  months  ending  September  1948  in  the  case  of  Burma, 
and  ending  March  1949  in  the  case  of  India  and  Pakistan, 
and  March  1949  in  the  case  of  India  and  Pakistan. 

3.  Figures  in  brackets  are  based  on  national  sources  converted  by 
ECAFE  Secretariat  using  exchange  rates  published  by  IMF. 

a.  1948,  year  beginning  1st  April. 


4.  Having  regard  to  the  considerable  volume  of  trade  of  Cambodia- 
Laos-Viet-Nam  and  Indonesia  with  France  and  the  Netherlands 
respectively,  these  figures  are  shown  separately  below: — 


Cambodia-Laos-Viet-Nam 


Indonesia  with 


with 

France 

Netherlands 

Exp. 

Imp. 

Exp. 

Imp. 

1948 

10.0 

29.5 

35.4 

22.2 

1960 

8.6 

40.0 

43.8 

17.2 

1951 

12.8 

58.7 

65.3 

24.4 

1952 

8.9 

88.2 

48.3 

29.3 

1952 

II 

6.3 

91.6 

47.2 

26.8 

III 

14.1 

58.1 

50.5 

33.8 

IV 

2.2 

106.7 

50.0 

33.1 

1953 

I 

7.7 

83.3 

47.8 

19.2 

II 

(3.9) 

(85.2) 

39.3 

21.2 

III 

(4.3) 

(76.1) 

(43.6) 

(24.7) 

i 

145 

trade 

(Cont’d) 

EXTERNAL  TRADE 

or  quarters 

Million  dollars 

XUM 


I 
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EXTERNAL  TRADE 


6.  VALUE  OF  IMPORTS  BY  PRINCIPAL  COMMODITIES  AND/OR  COMMODITY  GROUPS 

Monthly  averages  or  calendar  months  Millions 


1 

1952 

j 

1  9 

5  3 

1938e 

1948 

1950 

1951 

1952 

m 

IV 

I 

II 

III 

Jul 

Aug 

Sep 

BURMA  (K.) 

Cotton  yarn  and  fabrics  (incl. 
thread) . 

3.4t 

9.2t 

10.6t 

13.3 

19.4 

14.5 

16.0 

16.0 

15.6 

JS.» 

Base  metals  and  manufactures 
thereof . 

2-4 

5.9t 

1.9t 

3.1 

6.0 

6.7 

5.6 

5.5 

7.4 

5.9 

9.1 

Machinery  and  transport  equipment 

1.8t 

9.3t 

4.3t 

3.9 

6.7 

6.9 

5.8 

8.6 

6.8 

6.4 

lit.i 

CAMBODIA— LAOS— VIET-NAM 

Live  animals  and  food  .... 

1.0 

15.6 

41.4 

83.4 

83.5 

82.2 

96.4 

75.1 

110.6 

168.6 

219.7 

136.0 

150.0 

Textiles  and  apparel,  incl.  yarn 
and  thread . 

4.4 

42.5 

99.7 

167.9 

176.3 

176.6 

155.5 

162.3 

186.4 

253.6 

259.3 

232.8 

268.7 

Machinery  and  vehicles  (incl. 
electric  machinery  and  fittings) 
and  base  metals  and  manufac¬ 
tures  thereof . 

3.3 

56.8 

76.1 

128.0 

171.5 

180.8 

148.6 

163.4 

198.6 

308.2 

368.8 

292.7 

262.9 

CEYLON  (Rs.) 

Food  and  drink . 

8.7 

42.5 

48.9 

57.0 

64.5 

59.2 

68.1 

56.9 

71.0 

62.8 

53.2 

35.4 

S9.8  i 

Raw  materials  and  articles  mainly 
unmanufactured . 

2.8 

8.8 

9.9 

13.5 

14.3 

16.1 

13.7 

15.8 

15.2 

13.9 

11.9 

14.1 

15.6 

Articles  wholly  or  mainly  manu¬ 
factured  . 

7.8 

29.9 

37.7 

58.2 

61.7 

53.3 

57.8 

48.8 

59.3 

53.2 

63.9 

42.3 

53.5 

Cotton  yam  and  manufactures  . 

1.4 

10.3 

10.5 

11.8 

10.4 

9.7 

8.7 

8.8 

9.6 

8.1 

10.9 

2.4 

11.1 

Machinery  and  vehicles 

1.0 

5.2 

5.7 

11.0 

14.1 

11.3 

12.3 

11.2 

18.0 

12.5 

16.0 

11.3 

10.2 

Base  metals  and  manufactures 
thereof . 

0.9 

2.6 

3.7 

6.1 

6.2 

6.6 

5.2 

5.3 

6.2 

5.3 

6.6 

5.4 

■ 

3.8 

Electrical  goods  and  apparatus 

0.3 

0.9 

1.4 

2.3 

1.8 

1.4 

2.2 

1.4 

2.0 

2.2 

1.9 

2.1 

2.8 

CHINA  (Taiwan  only)  (NTS) 

Beans  and  peas  . 

2.7 

6.9 

11.1 

12.9 

16.8 

4.8 

5.2 

5.2 

7.7 

4.0 

3.7 

Wheat  flour . 

3.9 

2.2 

8.3 

12.5 

14.5 

6.8 

5.0 

13.3 

22.6 

7.5 

9.9 

Cotton  piecegoods . 

9.8 

7.2 

4.4 

4.8 

3.3 

3.9 

— 

— 

- 

Fertilizers,  chemical  or  artificial  . 

.  , 

5.8 

5.9 

9.1 

14.4 

12.4 

9.4 

— 

3.0 

- 

_ 

9.0 

Medecines  and  drugs  .... 

2.2 

3.6 

11.6 

13.6 

8.5 

6.5 

7.2 

8.9 

3.4 

9.8 

8.4 

Iron  and  steel  manufactures 

4.0 

5.6 

11.5 

7.3 

6.9 

3.2 

1.1 

6.9 

6.7 

7.1 

6.8 

Machinery  and  vehicles 

10.8 

13.6 

20.1 

12.6 

11.9 

12.7 

4.2 

12.9 

15.3 

10.3 

13.3 

INDIA*  (Rs.) 

Food  and  drink . 

14.9 

73.7 

102.6 

175.8 

188.1 

162.6 

65.8 

85.9 

144.3 

85.0 

108.5 

96.3 

53.3 

Raw  materials  and  articles  mainly 
unmanufactured . 

30.5 

88.3 

148.7 

186.9 

188.1 

131.6 

148.5 

109.4 

159.1 

149.7 

148.5 

160.5 

140.3  [ 

Cotton,  raw  and  waste  . 

9.2 

38.8 

72.7 

94.3 

95.8 

51.9 

45.0 

35.6 

64.2 

46.3 

60.7 

30.2 

47.9 

Mineral  oils . 

13.6h 

26.7 

45.7 

53.2 

65.0 

57.7 

81.2 

53.1 

71.8 

72.1 

60.6 

99.7 

55.9 

Articles  wholly  or  mainly  manu¬ 
factured  . 

78.0 

224.5 

203.8 

270.7 

247.1 

241.1 

205.1 

223.2 

228.1 

225.1 

227.2 

213.1 

234.9 

Machinery  and  vehicles 

22.1 

89.4 

94.9 

104.1 

104.5 

96.7 

86.0 

98.8 

90.8 

87.4 

88.0 

81.5 

92.5  i 

Implements  and  instmments 

4.9i 

7.7 

6.4 

10.5 

8.5 

7.7 

6.3 

8.3 

8.1 

8.2 

8.9 

7.4 

8.1 

Electrical  goods  and  apparatus 

2.8 

8.0 

8.5 

7.6 

10.8 

11.7 

11.0 

13.5 

13.3 

12.1 

15.6 

10.5 

11.2  ! 

Base  metals  and  manufactures 
thereof . 

8.9 

26.4 

40.0 

33.2 

37.4 

37.6 

30.9 

33.0 

29.7 

34.6 

3S.3 

29.1 

1 

38.4  > 

1 

INDONESIA^  (Rp.) 

Food . 

7.3 

9.5 

18.3 

27.0 

162.3 

172.5 

126.1 

136.5 

143.5 

106.1 

153.5 

93.9 

71.0 

Textiles . 

10.3 

23.5 

36.0 

61.7 

217.8 

224.1 

240.2 

152.1 

230.1 

262.1 

299.4 

246.7 

240.2 

Base  metals  (incl.  ores)  and  manu¬ 
factures  thereof . 

4.9 

4.2 

4.6 

12.1 

89.9 

90.8 

115.8 

58.6 

58.6 

90.9 

89.5 

93.8 

89.3 

Machinery  and  appliances  (incl. 
electrical  material  .... 

5.1 

6.8 

7.2 

8.6 

36.4 

43.1 

36.1 

48.9 

44.4 

60.6 

70.0 

53.3 

58.4 

Transport  equipment  .... 

3.0 

3.7 

1.1 

6.6 

19.7 

28.9 

19.8 

64.9 

1 

L 

49.6 

59.7 

65.4 

— 

45.1 

68.5 

XUM 
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EXTERNAL  TRADE 

6.  VALUE  OF  IMPORTS  BY  PRINCIPAL  COMMODITIES  AND/OR  COMMODITY  GROUPS  (Cont'd) 


Monthly  averages  or  calendar  months 


Millions 


1938h 

1948 

1950 

1951 

- , 

1 

1952 

1  9  52  j 

1  9 

5  3 

III  i 

t 

IV 

I 

n 

m 

lul 

Aug 

JAPAN  (US$) 

1 

- 1 

1 

Food . 

ig.sk 

26.7k 

46.5 

49.6 

50.3  ! 

1  i 

50.9  1 

45.1 

56.0 

42.3 

43.1 

Crude  materials  (inedible)  other 

1 

1 

than  fuels . 

80.6  ! 

74.8  i 

1  88.4 

87.9 

96.7  : 

106.7 

96.0 

Mineral  fuels,  lubricants  and  re- 

i 

1 

lated  materials . 

13.9  1 

19.5 

21.0  1 

15.9 

25.6 

22.8 

19.7 

27.4 

Chemicals . 

4.2 

3.9  i 

4.8 

3.1  1 

3.7 

3.6 

4.2  i 

4.9 

6.2 

5.4 

Textiles . 

0.9  \ 

HSI 

'  0.7  1 

0.8 

■El 

2.0 

2.0 

Manufactures  of  metals 

Bn 

1  0.4  1 

0.4 

0.9 

Base  metals . 

11.0 

1.3 

1.8 

0.9  1 

i  1.4 

1.6  I 

2.2  J 

2.7 

2.3 

2.8 

Machinery  and  transport  equipment 

3.5 

0.1 

5.1 

7.6 

6.4 

10.1 

9.0 

12.1 

11.7 

15.0 

MALAYA  (MS) 

i 

Food . 

11.9 

48.2 

57.8 

82.0 

84.2 

80.5 

86.9 

77.1 

71.2 

91.3 

85.1 

Cotton  yam  and  manufactures  . 

2.2 

17.9 

22.9 

18.2 

16.5 

21.6 

16.6 

19.8 

17.6 

20.2 

17.2 

Machinery  and  vehicles  . 

3.1 

9.9 

12.1 

22.9 

27.9 

23.8 

23.6 

21.8 

19.1 

14.3 

15.4 

15.0 

Base  metals  and  manufactures 

thereof . 

1.6 

4.7 

7.1 

15.0 

14.8 

12.7 

16.7 

15.3 

10.4 

13.5 

10.7 

Electrical  goods  and  apparatus  . 

0.5 

2.4 

3.5 

5.2 

5.6 

5.0 

1 

4.8 

1 

6.8 

6.0 

4.4 

1 

HI 

4.4 

PAKISTAN  (Rs.) 

1 

i 

t  i 

■ 

Cotton  piecegoods . 

22.4t 

22.7 

27.5 

23.0 

18.6 

6.2 

4.4 

— 

H 

— 

Cotton  twist  and  yam  .... 

9.4t 

12.5 

18.0 

16.3 

11.1  1 

4.5  ' 

1.0 

2.3 

5.3 

2.3 

5.3 

Machinery  and  vehicles 

8.6t 

13.3 

17.2 

21.6 

14.7  1 

15.9 

8.5 

11.1 

10.5 

14.4 

PHILIPPINES  (P.) 

:  1 
i 

1 

Grains  and  preparations^  ... 

1.3* 

7.0 

4.2 

7.5 

6.1 

11.4 

5.1 

2.8 

3.3 

Cotton  and  manufactures'^  ... 

3.6 

11.4 

6.2 

12.2 

9.2 

9.0 

8.0 

;) 

Rayon  and  other  synthetic  textiles'! 

0.4 

8.8 

2.7 

2.3 

3.9 

2.7 

3.7 

)■ 

Mineral  oils  (petroleum  products)^ 

0.9 

5.7 

5.8 

6.0 

6.6 

6.7 

3.2 

3.3 

5.6 

Machinery  and  vehicles  (incl. 

spare  ports) . 

2.7 

8.9 

4.4 

7.0 

9.7 

8.9 

7.7 

8.8 

10.1 

Iron  and  steel  manufactures!  . 

1.8 

4.7 

44 

4.0 

3.8 

I 

4.3 

8.5 

».* 

THAILAND*  (Baht) 

1 

j  6.0 

i  i 

1 

Cotton  fabrics  and  manufactures  . 

2.1t 

25.0 

32.3 

27.5 

;  49.9 ! 

Kerosene . 

0.3 

3.0 

2.6 

2.6 

3.4  1 

.  • 

Petrol  and  aviation  spirit  . 

0.3 

4.2 

5.1 

7.1 

11.2  I 

Gunny  bags  . 

0.4t 

8.2 

10.6 

23.3 

_ ^ 

15.1  j 

•• 

S«p 


104.6 

15.4 

12.5 

7.0 

4.1 


8.4 


8.5 


Former  British  provinces  and  Indian  States. 

From  1948  onwards,  textiles  comprise  cotton  yarn  and  cotton  piece- 
eoods. 

d,  e,  f.  From  1963  onwards,  changed  respectively  into  cereals  and 
preparations;  textile  yarn,  fabrics  and  made  up  articles;  mineral 
fuels,  lubricants  and  related  materiab;  and  base  metals  and  manu¬ 
factures. 


g.  From  1960,  Port  of  Bangkok  only.  In  1949  imports  of  cotton 
fabrics  and  manufactures,  kerosene,  petrol  and  aviation  spirit,  and 
gunny  bags  through  Port  of  Bangkok  accounted  for  100%,  71%, 
83%  and  98%  respectively,  of  total  imports. 

h.  1936  for  Japan,  1939  for  Indonesia. 

i.  Including  vegetable  and  animal  oils. 

j.  Includng  cutlery  and  hardware. 

k.  Including  drink. 

l.  1937. 
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7.  VALUE  OF  EXPORTS  BY  PRINCIPAL  COMMODITIES  AND/OR  COMMODITY  GROUPS 

Monthly  averages  or  calendar  months 


1938fa 

1948 

1950 

1951 

1  9 

5  3 

1952 

1952 

III 

IV 

I 

n 

III 

Jul 

Aug  1 

1 

BURMA  (K.) 

Rice  and  products . 

18.2t 

48.7t 

48.0$ 

i 

60.3  1 

82.6 

76.0 

100.3 

24.9 

120.6 

122.8 

7S.^ 

Raw  rubber . 

BSQ 

2.4 

2.2 

0.4 

1.6 

4.2 

3.0 

KEi 

0.1 

Teak . 

2.5J 

4.6t 

ml 

msm 

mm 

2.4 

1.7 

2.5 

2.2 

t.7 

Metal  and  ores . 

4.8tl 

1.8t 

1.1$ 

3.5  1 

Km 

6.4 

3.8 

1.4 

3.9 

1.8 

1.0 

CAMBODIA— LAOS— VIET-NAM  (Pr.) 

1 

Food . 

13.4 

52.2 

56.2 

IIMiMI 

77.1 

40.3 

23.1 

67.5 

110.7 

103.6 

150.6 

.  Rice . 

8.2 

37.7 

25.1  1 

73.9  i 

26.4 

8.4 

63.5 

101.8 

Kl!£n 

141.2 

Rubber  . 

4.2 

25.8 

64.5  1 

71.8 

69.2 

74.5 

68.5 

106.2 

76.8 

141.0 

Mineral  products . 

1.2 

2.6  j 

3.7  1 

6.1 

6.8 

8.2 

DEI 

3.8 

21.1 

14.4 

40.4 

CEYLON  (Rs.) 

Tea . 

14.4 

49.2  j 

63.0 

66.7 

60.3 

63.0 

50.7 

66.4 

72.6 

69.1 

77.1 

52.9 

Coconut  and  products  .... 

2.3 

12.8 

21.0 

26.9 

19.5 

18.9 

17.7 

18.8 

17.9 

21.1 

21.0 

20.9 

Rubber  . 

3.8 

33.8 

48.5 

31.1 

21.4 

26.3 

25.6 

20.2 

35.4 

CHINA  (Taiwan  only)  (NTS) 

Rice . 

8.1 

11.1 

18.6 

28.5 

26.1 

6.4 

— 

11.4 

Fruits,  iresh,  canned  or  preserved 

1.9 

6.6 

9.3 

9.3 

7.9 

6.6 

8.0 

6.7 

6.8 

6.4 

Tea . 

2.7 

7.4 

7.1 

•  9.4 

7.4 

6.0 

9.9  ! 

9.9 

12.2 

8.7 

Sugar  . 

36.8 

48.2 

34.6 

36.6 

37.9 

185.4 

316.8 

168.2 

Essential  oils . 

2.1 

3.7 

3.6 

2.0 

5.1 

1.1 

1.9 

2.4 

1.7 

INDIA*  (Rs.) 

Food  and  drink . 

30.6 

58.9 

88.2 

119.6 

109.1 

123.4 

111.2 

73.4 

123.9 

110.7 

Tea . 

19.6 

46.5 

58.4 

78.7 

66.7 

79.1 

81.5 

73.9 

97.4 

82.9 

87.2 

Spices . 

4.0 

17.6 

24.9 

Klil 

17.1 

14.4 

21.3 

14.6 

8.1 

7.4 

5.6 

Raw  materials  and  articles  mainly 

unmanufactured . 

59.5 

90.3 

88.5 

127.7 

116.4 

123.7 

116.9 

117.8 

■filiMfl 

73.9 

67.8 

73.2 

Cotton  row  and  waste  . 

19.9 

18.6 

14.9 

21.4 

33.2 

17.8 

21.1 

21.4 

9.2 

11.2 

7.1 

Hides  and  skin  row  or  undressed 

3.0 

5.0 

7.3 

8.3 

4.9 

4.2 

4.9 

5.2 

4.8 

6.1 

4.3 

Vegetable  oil  other  than  aromatic 

0.7 

9.3 

25.4 

WiT>l 

19.5 

16.2 

16.4 

2.7 

2.7 

2.7 

Articles  wholly  or  mainly  monu- 

factured . 

40.2 

192.3 

243.8 

347.6 

244.6 

239.3 

Ei!£U 

181.7 

195.2 

201.9 

191.5 

Cotton  yams  and  manufactures 

6.3 

Kliin 

98.0 

78.4 

HiKI 

83.1 

54.2 

41.7 

57.3 

53.6 

51.2 

53.7 

Jute  yams  and  manufactures 

21.8 

126.3 

99.4 

135.6 

113.0 

79.6 

82.2 

103.9 

85.5 

Hides  and  skins  tanned  or 

dressed  and  leather  .  . 

4.4 

9.9 

27.8 

14.6 

13.8 

19.2 

21.6 

17.7 

16.9 

16.7 

INDONESIA  (Rp.) 

Tea . 

4.7 

1.8 

8.5 

11.6 

20.9 

21.7 

19.9 

21.3 

23.8 

20.4 

22.0 

19.5 

Copra . 

3.2 

13.1 

18.2 

hTwS 

43.2 

32.2 

38.7 

44.7 

39.3 

59.9 

64.2 

57.9 

Rubber  . 

13.0 

21.3 

107.0 

Kfil:V:V 

344.7 

314.5 

343.5 

266.5 

284.0 

272.2 

312.4 

255.2 

Tin  (and  tin  ore) . 

2.8 

12.3 

15.4 

25.7 

78.0 

98.8 

88.2 

68.4 

66.8 

87.5 

98.5 

59.6 

Petroleum  and  products 

13.5 

21.7 

46.4 

52.8 

162.1 

189.4 

195.9 

195.9 

218.0 

237.4 

130.1 

JAPAN  (US$) 

Food . 

4.1 

5.6 

8.0 

9.6 

9.1 

9.6 

10.8 

12.5 

■on 

Cmde  materials,  inedible,  except 

m 

■H 

fuels . 

■■ 

HH 

7.0 

8.0 

8.3 

4.8 

5.5 

6.5 

6.7 

Chemicals . 

i.3 

3.0 

3.3 

3.7 

2.4 

5.6 

6.5 

2.8 

2.6 

Textiles . 

42.3 

13.3 

33.2 

44.6 

30.5 

24.3 

23.4 

22.6 

28.6 

33.0 

34.5 

Manufactures  of  metals 

4.0 

2.9 

2.8 

3.6 

2.2 

2.3 

2.3 

Base  metals . 

7.5 

13.2 

20.9 

25.5 

18.9 

20.8 

15.2 

13.4 

11.3 

11.7 

Machinery  and  transport  equipment 

6.2 

1.3 

5.9 

9.0 

9.7 

8.4 

10.8 

15.1 

18.3 

9.6 

18.3 

MALAYA  (MS) 

Food . 

4.7 

11.2 

17.1 

29.4 

27.9 

27.0 

19.5 

17.9 

24.8 

27.4 

23.3 

Rubber . 

23.2 

73.2 

330.1 

157.6 

132.4 

129.8 

■QXl 

98.9 

88.8 

109.3 

55.8 

Tin  (block,  ingots,  bars  or  slabs) 

17.9 

39.5 

48.2 

43.0 

49.7 

42.8 

34.6 

28.1 

31.1 

PAKISTAN  (Rs.) 

Raw  Jute . 

59.3t 

75.3$! 

83.0$ 

48.7 

21.5 

68.7 

64.5 

48.5 

58.4 

42.6 

Row  cotton . 

31.6$ 

43.3 

IKIiKa 

72.0 

42.4 

75.8 

42.0 

51.0 

53.1 

Raw  wool . 

2.8$ 

4.7 

4.9 

4.1 

4.9 

6.1 

3.8 

3.9 

3.9 

2.4 

Hides  and  skins . 

3.1$ 

2.8 

4.5 

2.8 

1.9 

2.9 

4.1 

3.1 

2.0 

3.1 

Tea . 

3.1$ 

2.0 

4.8 

2.7 

■a 

1.2 

1.7 

4.5 

4.3 

PHILIPPINES  (P.) 

■■ 

111 

■M 

Abaca  (unmanufactured) 

1.7 

5.0 

6.7 

11.2 

6.8 

7.9 

6.9 

5.8 

6.5 

KH 

Coconut  products . 

4.9 

34.6 

30.9 

32.8 

20.2 

21.1 

23.9 

21.9 

20.5 

29.4 

27.6 

30.4 

Sugar  centrifugal . 

7.7 

3.5 

8.1 

11.4 

15.0 

11.1 

18.6 

19.1 

14.5 

22.4 

13.7 

THAILAND^  (Baht) 

Rice . 

8.1 

1  78.2 

145.2 

335.2 

323.9 

122.2 

221.7 

311.5 

Tin  ore  and  concentrates  . 

21.6 

37.6 

32.7 

BlIEI 

37.8 

35.4 

24.3 

27.9 

6.2 

Rubber  . 

HU 

34.9 

1  71.4 

181.5 

84.7 

67.2 

78.3 

46.0 

71.6 

40.7 

Teak&  . 

iBl 

lU 

11.7 

12.8 

8.2 

HUmI 

8.1 

8.0 

a.  Former  British  provinces  and  Indian  States.  e.  1936  for  Japan. 

b.  From  1960  Port  of  Bangkok  only  for  rise  end  teak.  In  1949,  ex¬ 
ports  through  Port  of  Bangkok  accounted  for  nearly  100%  of  total 
exports  of  these  exports.  From  1951  onwards,  baht  values  of  rice, 
rubber  and  tin  are  obtained  through  conversion  of  foreign  currencies 
at  free  market  rates  of  exchange. 
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8.  QUANTITY  OF  EXPORTS  OF  SELECTED  COMMODITIES 

Monthly  averages  or  calendar  months 


EXTERNAL  TRADE 

Thousand  tons 


1938  1948  1950  I  1951  '  1952  I” 


Burma . 

Cambodia — Laos — Viet-Nam 
China  (Taiwan  only) 

Thailand . 

SUGAR 

China  (Taiwan  only) 

Indonesia  . 

Philippines . 


Indonesia . 

Japan  . 

Palcistan . 

COPRA  AND  COCONUT  OIL 

Ceylon . 

Indonesia  (copra) 


N.  Borneo 
Philippines 

PALM  KERNELS  AND  OIL 
Indonesia  (palm  oil) 
Malaya  .... 
GROUND  NUTS  AND  OIL* 
Hong  Kong  . 

India . 

NATURAL  RUBBER 


Cambodia — Viet-N  am 


Indonesia . 

Malaya  (net  export)  .... 

N.  Borneo . 

Sarawak . 

Thailand . 

COTTON,  RAW 

India . 

Pakistan . 

COiTON  YARN  (metric  tons) 

Hong  Kong  . 

Japan  . 

Malaya . 

COTTON  PIECE  GOODS  (Mn  metres) 

Hong  Kong  . 

India . 

Japan  (Mn  sq.  metres)  . 


Pakistan  (raw) 

India  (bag  and  cloth)  . 
HEMP.  RAW 

Philippines  .... 
TIN  CONCENTRATES 

Burma . 

Indonesia . 

Thailand . 

TIN  METAL 

Malaya . 

PETROLEUM  AND  PRODUCTS 
Indonesia . 


Expressed  in  terms  of  oil  equivalent;  flirures  under  column  for  1938 
relate  to  averaees  for  the  period  1934 — 1938. 

Former  British  provinces  and  Indian  States. 

1936. 

1935—1939. 


Aug  Sep 


88.1  rr.t 

14.2  22.0  12.1 


506 

321 

84 

82 

e.  Converted  at  2.25  lbs.  per  bae  and  0.60  lb.  per  yard  of  cloth. 

f.  Excludine  exports  to  Singapore  from  Indonesia. 

K.  Unit  for  cotton  piecegoods  changed  from  meters  to  square  meters 
beginning  1960  for  Malaya  and  beginning  1962  for  Hong  Kong. 
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EXTERNAL  TRADE 


9.  INDEX  NUMBERS  OF  QUANTUM 
1948  =  100 


Imports ;  All  commodities 

Food,  drink  &  tobacco  .... 
Raw  materials  &  semi-manuiactures 
Manufactures . 

Exports:  All  commodities 

Food,  drink  &  tobacco  .... 
Raw  materials  &  semi-manuiactures 
Manufactures . 

PHILIPPINES 


a.  With  effect  from  first  quarter  1962  figures  relate  to  new  series, 
base  1960=100. 


b.  Overland  trade  excluded.  The  index  numbers  for  the  calendar  year 
1948  are  93  and  100  in  the  case  of  imports  and  exports  respectively. 


XUM 
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EXTERNAL  TRADE 

10.  INDEX  NUMBERS  OF  UNIT  VALUE  AND  TERMS  OF  TRADE 

1948  =  100 


i 

I 

1938  1 

- r 

1950 

i 

1951  1 

; 

1952 

1  9 

5  3 

1952 

III  i 

1 

.V  1 

I  1 

n  i 

1 

m  1 

1 

_ L 

Jul 

_ L 

Aug  j 

Sep 

Unit 

Value 

# 

BURMA  (Oct  1947— Sep  1948  =  100)  1 

1 

1 

1 

1 

i 

1 

1 

i 

Imports;  General . 

23t  1 

114 

84 

73 

69 

63  : 

67 

58  1 

55  ; 

55  : 

Food,  etc . 

26t  ! 

142  1 

127 

121 

121  , 

123  ' 

115 

117  i 

. .  t 

Textile  &  clothings . 

18t  : 

97  1 

53 

40 

34 

29 

36 

25 

i 

*  •  1 

Coal  &  petroleum  products 

30t 

91  : 

123 

143 

148  ^ 

144  i 

141  1 

137 

••  1 

Minerals . 

24t  1 

77 

114 

107 

113  , 

103  1 

93  ; 

113 

■  ■  1 

Machinery  &  miscellaneous 

42t  i 

123 

116 

123 

123  : 

114 

106  1 

104 

•  -  1 

Exports:  General . 

17t 

104 

131 

159 

157 

175  ; 

182  1 

175 

. .  ! 

161 

toi 

Food,  etc . 

15J 

108 

117 

155 

159 

173  i 

182  1 

177 

••  1 

Timber . 

23t 

115 

153 

149 

164  : 

127  1 

150  1 

135 

•  •  1 

•  • 

Cotton . 

21t 

111 

199 

156 

121 

138  1 

116  ! 

109 

. ,  ! 

Minerals . 

54t 

199 

410 

238  1 

207 

195  , 

326  1 

267 

. .  j 

••  i 

CAMBODIA— LAOS— VIET-NAMa 

1 

j 

1 

1 

j 

Imports . 

8 

122  1 

140 

129 

128 

127  1 

127 

•  •  1 

1 

. 

..  1 

Exports . 

11 

147 

182 

113 

106 

108 

115 

..  1 

1 

CEYLON 

1 

1 

1 

1 

I 

Imports . 

23 

98  1 

116 

125 

137 

128 

122 

122 

120  : 

120  1 

121 

120 

Exports:  All  commodities  .... 

32 

144 

175 

136 

128 

134 

140 

141  ■ 

135  : 

133  1 

138  1 

134 

Tea . 

37 

127 

132 

116 

115 

125 

127  1 

125  1 

120 

118  ! 

119  1 

122 

Rubber  . 

56 

222 

367 

255 

223 

208 

226  1 

226 

217 

212 

235 

203 

All  coconut  products . 

14 

144 

169 

105 

93 

106 

122 

131 

125 

127 

124 

123 

Other  export  products . 

24 

124 

165 

134 

133 

120 

114 

120 

114 

112 

116  { 

115 

INDIAb  (Apr  1948— Mar  1949  =  100) 

Imports:  All  commodities  .... 

28t 

104 

128 

129 

127 

124 

119 

118 

no 

111 

no 

no 

Food,  drink  &  tobacco . 

104 

118 

139 

139 

140 

116 

127 

no 

108 

106 

117 

Raw  materials  &  semi-manufactures  . 

113 

154 

139 

140 

140 

138 

124 

125 

123 

132 

120 

Manufactures . 

97 

118 

119 

115 

111 

113 

no 

103 

106 

100 

103 

Exports:  All  commodities  .... 

24t 

110 

160 

131 

119 

116 

no 

112 

112 

no 

113 

112 

Food,  drink  &  tobacco . 

127 

149 

141 

134 

135 

134 

151 

140 

141 

140 

140 

Raw  materials  &  semi-manufactures  . 

114 

151 

138 

136 

137 

128 

137 

145 

139 

146 

149 

Manufactures . 

103 

169 

124 

105 

98 

91 

92 

92 

91 

94 

92 

INDONESIA'S 

Exports;  AU  commodities  .... 

31 

177 

265 

540 

489 

490 

iSi 

US 

S»9 

iOO 

505 

405 

Estate  produce . 

38 

185 

273 

622 

584 

578 

577 

5U 

iSS 

S86 

477 

457 

Peasant  produce . 

27 

171 

219 

487 

427 

432 

SS9 

557 

555 

555 

541 

Forest  produce . 

12 

99 

148 

356 

333 

386 

sse 

see 

STS 

S71 

574 

555 

JAPANd 

Imports . 

77 

no 

98 

94 

91 

88 

83 

83 

82 

84 

84 

Exports . 

80 

125 

117 

114 

no 

100 

105 

108 

108 

109 

107 

MALAYA 

Imports:  All  commodities  .... 

36 

115 

144 

129 

126 

126 

Food,  drink  &  tobacco . 

23 

100 

no 

124 

127 

127 

Row  materials  &  semi-manufactures  . 

53 

175 

283 

188 

163 

162 

.. 

Manufactures . 

41 

106 

126 

120 

118 

118 

. . 

.. 

Exports;  AU  commodities  .... 

43 

173 

258 

188 

175 

!  169 

Food,  drink  &  tobacco . 

24 

120 

141 

157 

171 

i  163 

i  •• 

i 

Raw  materials  &  semi-manufactures  . 

52 

214 

330 

211 

183 

1  178 

j 

Manufactures . 

32 

1  no 

155 

137 

137 

1  135 

1 

PAKISTANe  (Apr  1948— Mar  1949  =  100) 

1 

1 

1 

1 

Exports . 

1  89 

119 

t 

1  72 

1  67 

1  64 

60 

62 

61 

62 

1  62 

PHILIPPINES 

1 

1 

I 

i 

Imports . 

79 

100 

94 

I  89 

1  95 

1  102 

'  96 

'  83 

91 

76 

81 

Exports . 

25 

77 

84 

66 

61 

1  74 

1 

78 

77 

76 

73 

i 

1  79 

Terms  o 

/  Traded 

BURMA . 

74t 

1  91 

,157 

219 

229 

!  278 

!  273 

301 

I 

294 

3S1 

.. 

CAMBODIA— LAOS— VIET-NAM  .... 

138 

1 117 

123 

87 

83 

'  85 

:  91 

1  •  • 

1  •• 

CEYLON . 

141 

;147 

|151 

109 

93 

1  104 

!  115 

116 

!  112 

111 

114 

112 

INDIA  . 

86J 

106 

;i25 

102 

93 

1  93 

i 

94 

99 

102 

j _ 

lAPAN . 

!io4 

1113 

120 

120 

1  121 

!  113 

!  126 

‘  130 

131 

1  130 

!  128 

MALAYA . 

|120 

il51 

Il79 

146 

138 

1  134 

i  .. 

1  .. 

PHILIPPINES . 

■■ 

I  97 

1 

68 

i  78 

77 

!  80 

1 

1 

80 

1 

i  101 

1 

a.  With  effect  from  first  quarter  1952  figures  relate  to  new  series, 
base  1950=100. 

b.  Overland  trade  excluded. 

c.  Weighted  wholesale  price  index  numbers  of  18  export  products  at 
f.o.b.  prices.  Figures  from  April  1960  to  February  1962  exclude 
the  value  of  exchange  certificates.  The  rise  beginning  February 
1962  is  principally  due  to  the  change  in  the  conversion  rate  of  the 


rupiah  from  3.80  (excluding  the  value  of  exchange  certificates) 
to  11.40  per  dollar. 

d.  In  terms  of  dollars. 

e.  Index  of  f.o.b.  export  prices. 

f.  Ratio  of  unit  value  index  of  exports  to  unit  value  index  of  imports 
multiplied  by  100. 
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EMPLOYMENT  AND  WAGES  11.  EMPLOYMENT  AND  WAGES 


1 

- r 

— 

j 

1952 

1  9 

5  3 

1948 

1949 

1950 

1951 

1952 

m 

IV 

I 

II 

III 

Jul 

Aug 

Sep 

CEYLON 

Index  oi  wages  (1948=100) 

1 

Tea  and  rubber  estate  workers 

145  1 

fminimiim  wages) 

Unskilled  workers  in  govern- 

100 

102 

119 

146  ’ 

142 

146 

149 

147 

150 

149 

150 

152 

ment  employment  .  .  . 

Index  oi  real  wages  (1948=100) 

Tea  and  rubber  estate  workers 

100 

100 

106 

115 

115 

113 

115 

116 

116 

116 

116 

116 

116 

(minimum  wages)  .... 
Unskilled  workers  in  govern- 

100 

100 

112 

130 

132 

132 

131 

135 

131 

130 

130 

129 

130 

ment  employment 

INDIA 

100 

100 

102 

106 

106 

107 

106 

108 

107 

104 

104 

102 

102 

Employment^  (1,000) 

s.ue» 

Factories  under  Factory  Act  . 

2,360 

2,434 

2,504 

2,537 

•  - 

Cotton  mills . 

735 

677 

714 

741 

758 

753 

732 

743 

753 

753 

.  . 

Cool  mines^ . 

308 

318 

350 

339 

342 

337 

330 

354 

341 

328 

310 

326 

347 

Central  government 
establishments 

Oiiice  workers  .... 

193 

204 

207 

209 

211 

213 

214 

215 

214 

214 

Manual  workers  .... 

392 

404 

408 

408 

406 

404 

405 

405 

405 

404 

Wages  (Rs.) 

Monthly  minimum  wages  in 

98.94 

cotton  mills  (Bombay) 

82.01 

83.56 

87.28 

89.26 

89.42 

91.58 

91.90 

95.63 

98.44 

Weekly  earnings  of  imder- 
ground  coal  miners  and 

loaders  (Jhoria)  .... 

JAPAN 

2.41* 

2.30® 

2.40* 

12.67 

13.03 

13.16 

13.99 

13.11 

13.77 

13.52 

11.42 

Employment‘s  (1,000) 

All  industries . 

Agriculture,  forestry  and  hunt- 

34.600 

36,060 

35,720 

36,220 

37,280 

37,883 

38,857 

37,313 

39,833 

39,753 

40,370 

39,310 

39.580 

ing . 

Industries  other  than  agricul- 

16,370 

18,080 

17,410 

16,170 

16,370 

16,930 

16,967 

14,313 

18,233 

18,207 

19,220 

17,980 

17,420 

ture,  forestry  and  hunting  . 

18,220 

17,990 

18,310 

20,050 

20.920 

20,953 

21,893 

23,003 

21,603 

21,543 

21,150 

21,330 

22,150 

Mining . 

600 

500 

490 

510 

610 

637 

553 

610 

623 

657 

640 

680 

650 

Manufacturing  .... 

Index  of  earnings  (1948=100) 

6,320 

6,410 

6,230 

6,290 

6,530 

6,407 

6,673 

7,163 

6,640 

6,473 

6,300 

6,300 

6,820 

Mining . 

100 

143 

166 

212 

263 

298 

236 

295 

281 

302 

296 

343 

267 

Manufacturing  .... 

100 

172 

208 

267 

315 

320 

360 

313 

333 

361 

404 

349 

331 

Index  of  real  wages  (1948  =  100) 

Mining . 

100 

108 

135 

148 

175 

197 

157 

191 

180 

186 

184 

211 

164 

Manufacturing  .... 

100 

130 

170 

187 

210 

212 

240 

202 

212 

223 

251 

214 

203 

Daily  money  wages  oi  agricul- 

230 

237 

244 

233 

258 

turol  labour,  male  (Y.)  . 

KOREA 

185 

236 

201 

209 

263 

278 

257 

253 

Index  of  wages — Pusan  (1936  =  1) 

All  industries . 

203 

396 

993 

5,462 

14,549 

16,444 

18,585 

20,404 

22,885 

24,509 

23,786 

24,627 

25,113 

MALAYA  (Federation) 

Employment*^  (1,000)  .... 

461 

479 

462^ 

499^ 

505* 

PHILIPPINES 

Index  of  employment  (1949  =  100) 

Mining . 

100 

120 

143 

150 

147 

ISO 

146 

142 

144 

144 

145 

143 

Manufacturing . 

100 

98 

99 

99 

94 

104 

112 

108 

106 

107 

108 

104 

Index  of  wages  (1948  =  100) 

1 

; 

SkiUed . 

100 

102 

102 

96 

97 

97 

98 

1  99 

99 

99 

98 

99 

99 

Unskilled . 

100 

104 

91 

99 

105 

106 

106 

108 

108 

108 

108 

109 

!  108 

Real  daily  wage  rotes  (P.) 

i 

Skilled . 

2.05 

2.19 

2.25 

1.98 

2.10 

2.08 

2.12 

i  2.22 

2.29 

2.28 

2.28 

2.28 

2.28 

Unskilled . 

1.28 

1.41 

1.27 

1.29 

1.43 

1.43 

1.44 

1.53 

1.57 

1.57 

1.57 

1.57 

1.56 

VIET-NAM 

Daily  wages — Saigon-Cholon  (Pr.) 

Utuldlled  (male) . 

15.40| 

14.40^ 

20.50f 

22.80i 

22.80? 

25.50? 

SkiUed . 

22.00§ 

29.10^ 

36.30? 

41.20( 

J _ 

41.20? 

■■ 

47.80! 

Figures  relate  to  daily  averages. 

Average  daily  employment  in  all  coal  mines  governed  by  the  Indian 
Hines  Act.  Monthly  figures  are  slightly  short  of  total  coverage. 
End  of  month  figures  and  their  averages. 


d.  Comprises  number  employed  by  Government,  Departments,  estates, 
mines,  factories  and  some  miscellaneous  establishments. 

e.  Average  daily  earnings  in  December. 

f.  End  of  June. 

g.  Average  of  first  half  only. 


153 


12.  INDEX  NUMBERS  OF  WHOLESALE  PRICES  PRICES 

1948  =  100 


- -r 

1  952  1 

1  9 

5  3 

j 

1949 

1950 

1 

1951 

1952 

III 

IV  ' 

._L 

I 

II  j 

_ L 

III 

Jul  1 

_ L 

Aug  * 

Sep 

BURMA 

All  agricultural  produce . 

123 

- r 

1 

115  1 

1 

133 

114 

114 

1 

I 

111 

i 

1 

101 ! 

104 

! 

1 

i 

in  ! 

Cereals . 

96 

98  1 

104 

99 

103 

99 

86 

91 

••  1 

96  1 

Non-iood  agricultural  produce  . 

161 

196  1 

205  1 

155 

156 

126 

125  1 

1 

128 

131  ! 

CHINA  (Taipei,  Jan-Jun  1950  =  100) 

General  index . 

183 

225 

223  ! 

221  1 

i 

232  ' 

i 

240  ' 

251  1 

1 

248  : 

1 

251  j 

254 

Food . 

104  ' 

140 

173 

175 

178  1 

197  1 

216  ! 

256 

228  1 

238  1 

240 

Clothing . 

124 

330 

392 

359 

372 

374  1 

359  1 

350  1 

349 

345  1 

358 

Fuel  &  light . 

118 

156 

190 

191 

193  I 

203  I 

214  ' 

218  ' 

218  ! 

218  I 

219 

Metals  &  electrical  materials 

115 

218 

270 

269 

256  { 

260  1 

261  , 

254  ; 

254 

254 

255 

Building  materials . 

105 

154 

234 

227 

226  1 

1 

230  1 

235  { 

275  j 

274 

1 

279  ! 

271 

INDIA 

General  index . 

104 

109 

120 

105 

105 

104  1 

j 

104  1 

1 

108  ' 

1 

111  1 

111  i 

112 

no 

Food  articles . 

104 

110 

no 

96 

99 

95 

97 

102 

108  ' 

109 

109 

107 

Industrial  raw  materials . 

108 

117 

141 

105 

104 

101 

102 

109 

112 

112 

114 

no 

Semi-manufactured  articles  .... 

104 

108 

119 

109 

111 

no 

no 

113 

115 

115 

115 

115 

Manufactured  goods . 

101 

102 

116 

111 

108 

no 

108 

108 

108 

108 

109 

107 

INDONESIA  (Djakarta,  imported  goods) 

All  articles . 

123 

253 

349 

331 

330 

326 

348 

355 

i 

Provisions . 

90 

180 

295 

370 

364 

366 

391 

410 

Textile  goods . 

194 

351 

319 

260 

273 

270 

300 

291 

Chemicals . 

88 

221 

373 

341 

345 

344 

367 

396 

•  •• 

Metals . 

95 

220 

381 

388 

384 

385 

400 

400 

•• 

•  • 

JAPAN 

General  index . 

163 

193 

268 

273 

273 

269 

274 

274 

278 

276 

277 

279 

Edible  farm  products . 

178 

207 

258 

286 

294 

278 

302 

307 

310 

315 

307 

307 

Other  foodstuffs  &  tobacco  products 

164 

159 

175 

180 

179 

181 

179 

174 

176 

174 

176 

179 

Textiles . 

215 

262 

364 

290 

296 

272 

274 

276 

285 

279 

285 

292 

Chemicals . 

138 

180 

250 

269 

254 

256 

257 

255 

242 

248 

239 

240 

Metal  &  products . 

143 

214 

426 

415 

407 

398 

394 

394 

389 

389 

388 

388 

Building  materials . 

141 

165 

243 

266 

270 

284 

291 

306 

339 

324 

346 

347 

Fuels . 

150 

170 

203 

258 

759 

267 

270 

261 

256 

253 

255 

259 

Producers'  goods . 

155 

200 

308 

317 

313 

312 

313 

314 

317 

314 

317 

319 

Consumers'  goods . 

172 

185 

225 

227 

230 

223 

232 

232 

236 

235 

235 

238 

KOREA  (Pusan,  1947  =  100) 

General  index . 

2,194* 

4,751 

5,924 

5,409 

5,906 

5,858 

6,070 

6,250 

6,089 

5,870 

Food  grains . 

2,064* 

7,305 

10,111 

7,863 

8,128 

8,034 

8,292 

8,956 

8,485 

7,436 

Textile  raw  materials . 

1,795* 

2,478 

2,641 

2,986 

3,682 

3,311 

3,641 

3,374 

3,488 

'  4,062 

Textiles . 

1,763* 

2,052 

2,070 

2,280 

2,656 

2,433 

2,858 

2,563 

2,751 

1  3,259 

Building  materials . 

2,616* 

3,923 

3,836 

4,917 

6,049 

7,499 

7,363 

7,058 

7,255 

7,777 

Fertilizers . 

6,136* 

7,987 

8,449 

8,449 

8,449 

8,449 

8,448 

8,449 

8,449 

i  8,447 

PHILIPPINES  (MonUa,  1949  =  100) 

General  index . 

100 

97 

109 

100 

98 

101 

101 

98 

97 

97 

97 

i 

j  97 

Food . 

100 

89 

98 

95 

96 

93 

91 

88 

90 

90 

90 

1  89 

Crude  materials . 

100 

108 

113 

90 

83 

104 

119 

no 

104 

105 

103 

!  106 

Mineral  fuels . 

100 

100 

107 

113 

114 

113 

112 

109 

107 

:  107 

107 

'  107 

Chemicals . 

100 

'  101 

130 

111 

109 

109 

112 

1  no 

105 

:  106 

105 

^  105 

Manufactured  goods . 

100 

119 

156 

125 

119 

122 

117 

1  115 

;  113 

•  113 

1 

113 

1  112 

THAILAND  (Bangkok) 

General  index . 

1  93 

95 

103 

109 

108 

111 

104 

i  103 

1 

1 

1 

1  104 

1 

‘  102 

i 

104 

VIET-NAM  (Saigon-Cholon,  1949  =  100) 

General  index . 

1 

100 

98 

117 

132 

134 

137 

1  131 

I  142 

! 

!  168 

1  162 

1  104 

!  172 

^  171 

Rice  &  paddy . 

100 

84 

90 

141 

162 

;  171 

i  148 

,  149 

1  167 

162 

;  172 

,  168 

Other  food  products . 

100 

101 

112 

127 

129 

1  130 

i  136 

1  149 

1  188 

1  173 

!  199 

I  193 

Fuel  &  mineral  products . 

100 

113 

117 

118 

119 

1  118 

1  116 

j  129 

1  161 

1  158 

158 

1  168 

Row  materials . 

100 

141 

1  201 

152 

139 

1  144 

1 

'  147 

i  159 

1  186 

*  180 

1  188 

'  190 

Semi-finished  products . 

100 

95 

1  117 

125 

121 

1  126 

1  117 

!  128 

1  165 

I  163 

I  165 

;  167 

Manufactured  products . 

1  100 

i  84 

1  113 

99 

93 

1  93 

1 

1  108 

1  130 

127 

J _ 

129 

1  133 

PRICES 


13.  INDEX  NUMBERS  OF  COST  OF  LIVING 
1948  =  100 


1949 

1950 

1951 

- r 

1  95  2  1 

1952  ■ 

m 

IV 

I 

BURMA  (Rangoon) 

AU  items . 

135 

114 

112 

107 

119 

101 

■ull 

Food . 

142 

120 

120 

115 

135 

106 

■al 

CAMBODIA  (Phnom-Penh) 

All  items . 

138 

155 

163 

182 

186 

189 

Food . 

133 

150 

154 

181 

187 

193 

CEYLON  (Colombo) 

AU  items . 

99 

105 

109 

108 

■Eal 

Food . 

104 

112 

112 

no 

115 

112  1 

CHINA  (Taipei,  Jom-Jun  1950  =  100) 

AU  items . 

106 

139 

179 

183 

180 

1 

198 

Food . 

100 

146 

139 

142 

154 

HONG  KONG 

AU  items . 

112 

117 

128 

129 

132 

127 

1 

125 

Food . 

119 

127 

136 

136 

143 

135 

134 

INDIA 

AU-India  (Interim  index) 

AU  items . 

103 

103 

107 

107 

106 

HI 

Bombay 

AU  items . 

101 

103 

109 

111 

111 

114 

116 

Food . 

105 

109 

115 

118 

119 

124 

126 

DeUil 

AU  items . 

100 

100 

108 

108 

109 

103 

Food . 

101 

101 

112 

111 

113 

112 

mm 

INDONESIA  (Djakarta) 

1 

1 

Food . 

97 

113 

189 

199 

189 

194 

mm 

JAPAN  (Urban,  1951  =  100) 

AU  items . 

92 

86 

100 

105 

Hll 

Food . 

97 

87 

100 

104 

■i 

KOREA  (Pusan) 

AU  items . 

123 

281 

1,397 

3,446 

4,218 

3,839 

Food . 

131 

302 

1,519 

4,489 

5,794 

4,881 

5,593 

LAOS  (VienUone,  Dec  1948  =  100) 

AU  items . 

106 

107* 

113 

■E9 

154 

155 

Food . 

103 

100* 

103 

138 

152 

158 

159 

MALAYA  (Federation) 

AU  items; 

Chinese . 

94 

101 

133 

138 

136 

135 

134 

Indian . 

94 

99 

132 

136 

134 

133 

133 

Malay  (Jon  1949  =  100)  .... 

98 

108 

136 

138 

136 

135 

134 

PAKISTAN  (Apr  1948— Mar  1949  =  100) 
Karachi 

AU  items . 

98]; 

95 

99 

101 

104 

111 

Food . 

93 

99 

105 

111 

Norayangan] 

AU  items . 

103] 

98 

102 

110 

114 

115 

1 

103 

Food . 

97 

101 

112 

118 

119 

102 

PHILIPPINES  (MonUa) 

AU  items . 

94 

93 

97 

93 

96 

95 

90 

Food . 

93 

86 

94 

90 

91 

90 

84 

THAILAND  (Bangkok) 

AU  items . 

96 

99 

110 

123 

122 

124 

128 

Food . 

95 

97 

106 

119 

117 

120 

123 

VIET-NAM  (Saigon.  1949  =  100) 

AU  items . 

100 

102 

116 

142 

147 

151 

157 

Food . 

100 

96 

104 

141 

148 

154 

163 

M  a: 


14.  WHOLESALE  PRICE  QUOTATIONS  OF  SELECTED  COMMODITIES 

Monthly  averages  or  calendar  months 


Burma  (Rangoon)  . 
China  (Taipei)  .  .  . 

India  (Calcutta)  .  . 

Indonesia  (Djakarta)  . 

lapan  . 

Korea)*  (Seoul  &  Pusan) 
Pakistan  (Dacca)  .  . 

Thailand  (Bangkok)  . 
Viet-Nam  (Saigon) 

WHEAT 

India  (Hapur)  . 

Korea^  (Seoul  &  Pusan) 
Pakistan  .... 


SUGAR 

China  (Taipei)  . 

India  (Kanpur) 
Indonesia  (Djakarta)  . 
Korean  (Seoul  &  Pusan) 
Pakistan  (Karachi) 
Philippines  (Manila)  . 
Thailand  (Bangkok)  . 

PEPPER 

Cambodia  (Phnom-Penh) 
Malaya  (Singapore)  . 


..  I  254  I  266 

..  I  1,247  I  1,285 

436  <  432  ,  432 

870  '  1,028  i  2,283 

24.9  I  41.0  48.2 

1.3*!  3.1*1  19.5* 

917  475  1  623 

959  :  985 

2,100  ‘  2,200  '  2,322 


I  NT  $  I  . .  t  1,382  I  3,462 

Rs.  I  990  773  I  822 

Rp.  2,290  2,906  2,945 

I  000  H.  4.1  10.8*  65.4* 

I  Rs.  '  925  1,000  1,067 

P.  I  291  i  269  257 

Baht  4,608*'  5,330  6,015 


412  I  427 
37.5  .  43.3  I 

310  I  310  I 

3,254  ;  2,820  j 
822  ;  791  I 

2,903  I  2,917  I 
173.0  ,  140.0  . 

1,206  1,208  I 

266  I  259 
5,225  4,625® 


.|  000  Pr.  I  34.8  ,  137.3  147.6  |  115.6  1  114.1  115.4  115.1  I  129.3<l{  149.8‘ 

.  I  000  MS  I  3.2  I  15.2  16.1  i  10.3  I  9.8  9.4  I  9.3  '  9.4  <  6.6 


149.8  j 

6.0  !  6.1 


Ceylon  (Colombo) 
China  (Taipei)  .  .  . 

India  (Calcutta)  .  . 

Indonesia  (Djakarta)  . 

UiC . 

U.S.A.  (New  York)  . 

TOBACCO 

China  (Taipei)  . 

India  (Calcutta)  .  . 

Pakistan  (Dacca)  . 
Philippines  (Manila)  . 

VEGETABLE  OIL 

Ceylon  (Colombo) 
China  (Taipei)  . 

India  (Bombay) 
Indonesia  (Djakarta)  . 
Malaya  (Singapore)  . 
Pakistan  (Chittagong) 
Philippines  (Manila)  . 

COPRA 

Ceylon  (Colombo) 
India  (Cochin)  .  .  . 

Indonesia  (Makassar) 
Malaya  (Singapore)  . 
Philippines  (Manila)  . 
Thailand  (Bangkok)  . 
U3.A . 


COTTON,  RAW 

China  (Taipei)  .  .  . 

India  (Calcutta) 

Korea*  (Seoul  &  Pusan) 
Pakistan  (Karachi) 

UJC . 


JUTE,  RAW 

India  (Calcutta) 
Pakistan  (Narayangimj) 
U.K.  (Daisee)  .  .  . 

U5.A.  (New  York)  . 

HEMP.  RAW 

Philippines  (Manila)  . 


3,594  ,  4,453  |  4,056 

..  7,431  110,193 

3,593*  3,946*1  3,814* 
2,200  5,521  6,557 

1,190  '  961  '  1,014 


US  $  1,290  I  1,146 


..  ,  9,197  '14,597 
..  1 2,700  §  1 5,540* 

2,551  1  2,550*  4,131 
816  1,551  905 


Rs.  ;  1,006  I  1,390  1,598 

NT  $  ,  . .  5,354  6,416 

Rs.  I  1,479  1,961  1,963 

Rp.  !  1,221  !  1,695  2,290 

MS  I  1,142  .  1,090  1,299 

Rs.  I  2,649  i  3,267  3,003 

P.  980  I  676  ;  700 


Rs.  I  531  I  826  '  963 

Rs.  :  986  I  1,486  |  1,561 

Rp.  390  I  1,194  I  1,400 

MS  635  ,  650  I  726 

P.  515  360  362 

Baht  2,730  '  3,292  '  3,795 

US  $  I  308  .  223  :  229 


NT  $ 
Rs. 
000  H. 

Rs. 
US  $ 


9.639  28,380 
1,828*  1,429*  1,788 

6.3  16.7*  34.2* 

1,879  2,218*  3,023 


1,078  1,107  ;  1,826 


3,660  3,924 

12,438  12,809 
2,315*1  2,072 
7,146  ,  7,383 
988  :  1,001 
917  I  858 


21,908  I  21,000 
2,405*  2,528 
2,703  ,  1,891 
532  '  451 


963  849 

7,779  i  7,741 
1,364  I  1,381 
2,201  I  2,027 
792  I  681 
2,277  2,295 

460  400 


I  3,836  3,836 

;  16,667  '  16,667 
I  3.858<1  3,880 
I  9,403  10,067 
t  1,056  1,027 

I  963  <  1,030 


22,000  20,889 
2,293  2,953 

2,370  I  3,036 
470  '  605 


3,814  3,858  !  3,858 

16,667  16,667  j  16,667 
!  3,858  3,880  3,924 

j  9,870  9,820  '  10.510 

.  1,060  1,010  .  1,010 

1,014  1,014  I  1,058 

i  ! 

21,334  20,000  21,334 
'  2,774  2,976  i  3,110 

,  2,445  j  3,028  !  3,634 

'  502  589  i  725 


1,170  1,129 

8,111  I  8,315 
. .  '  2,172 
1.748  I  1,952 
893  '  863 

2,703  ;  2,573 


!  36,111  I  32,284 
1,482  I  1,504 
61.3  62.1 

2,318  2,280 

977  940 


!  36,605  I  36,667  35,926 

'  1,223  1,405  I  1,548 

I  73.5  I  95.7  I  106.4 

1,795  I  1,494  ,  1,537 

833  i  778  787 


757  I  755 
1,191  1,186 

1.450  1,300 

562  549 

318  312 

2,623  ,  2,799 


;  34,630  ;  33,333 


XUM 


PRICES 


14.  WHOLESALE  PRICE  QUOTATIONS  OF  SELECTED  COMMODITIES  {Cont'd) 
Monthly  averages  or  calendar  months 


Price  per  ton 


- r 

Currency 

Unit 

1  9 

5  3 

1948 

1950 

1951 

III 

IV 

I 

m 

Jul 

Aug 

Sep 

cx)ra 

C«yIon . 

Rs. 

148 

268 

332 

233 

175 

189 

189 

205 

193 

1 

183 

190 

208 

India  (Cochin) . 

Rs. 

1,624§ 

1,637 

955 

846 

826 

787 

795 

822 

805 

820 

WOOL,  RAW 

3,657 

3,610 

3,876 

In^a  (Kalimpong) 

Rs. 

1,967 

3,992 

4,440 

2,910 

3,051 

3,691 

3,411 

3,431 

3,715 

Pakistan  (Karachi) 

Rs. 

3,1374: 

7,125b 

4,758* 

3,475' 

3,651 

3,925' 

4,391 

4,345 

4,573 

4,450 

4,565 

4,705 

SILK,  RAW 

India  (Malda) . 

000  Rs. 

53 

84 

66 

39 

41 

40 

47 

54 

59 

63 

57 

56 

Japan  (Tokyo) . 

000  Y. 

1,556 

2,579 

3,761 

3,788 

3,969 

4,033 

4,027 

3,933 

4,033 

4,033 

4,033 

4,033 

Koreaa  (Seoul  &  Pusan)  . 

000  H. 

71 

157* 

613* 

1,384 

1,532 

1,724 

2,222 

2,136 

2,210 

2,133 

2,147 

2,352 

HIDES 

8,222 

8,667 

China  (Taipei) . 

NTS 

5,274 

6,762 

11,302 

13,333 

12,154 

11,266 

9,374 

8,673 

9,130 

India  (Calcutta)  .... 

Rs. 

2,158 

2,002 

3,729 

2,251 

2,260 

2,260 

2,088 

1,874 

1,874' 

1,874 

1,874 

1,693 

Pakistan  (Karachi) 

Rs. 

1,860 

2,543 

2,976 

1,896 

1,732 

1,732' 

1,842 

1,653 

1,667 

1,653 

1,653 

Thailand  (Bangkok) 

Baht 

8,219 

12,815 

16,156 

5,801 

4,567 

4,472 

5,347 

5,778 

6,384 

6,593 

6,308 

6,250 

U.S.A.  (Chicago)  .... 

US  $ 

606 

564 

692 

326 

360 

364 

284 

324 

366 

348 

375 

375 

RUBBER,  NATURAL 

2,998 

2,998 

Ceylon  (Colombo) 

Rs. 

1,367 

3,417 

4,740 

3.042 

2,674 

2,712 

2,976 

3,005 

2,998 

2,998 

Indonesia  (Djakarta)  . 

Rp. 

1,020‘> 

5,958 

9,300 

6,682 

6,027 

6,337 

5,790 

5,187 

4,960 

4,920 

4,940 

5,020 

Malaya  (Singapore)  . 

MS 

929 

2,385 

3,730 

2,118 

1,842 

1,829 

1,734 

1,526 

1,423 

1,436 

1,420 

1,413 

Thailand  (Bangkok)  .  .  . 

Baht 

6,531 

12,155 

19,351 

10,317 

8,067 

7,688 

7,453 

6,728 

6,666 

6,658 

6,645 

6,695 

Viet-Nom  (Saigon) 

Pr. 

7,150 

15,230 

24,100 

14,620 

12,200 

13,000 

13,833 

14,877 

17,333 

16,500 

18,000 

17,500 

UJC.  (London) . 

£ 

119 

306 

467 

260 

228 

222 

210 

189 

175 

176 

175 

173 

U.S.A.  (New  York)  .  .  . 

US  S 

485 

906 

1,302 

850 

642 

644 

614 

548 

516 

521 

516 

509 

COAL 

China  (Taipei) . 

NT  S 

137 

214 

361 

333 

333 

333 

333 

333 

333 

333 

333 

India  (Calcutta)  .... 

Rs. 

16 

16 

15 

16 

16 

16 

16 

16 

16 

16 

16 

16 

Korea^  (Seotil)  .... 

H. 

36 

40* 

660* 

959 

917 

1,220 

1,373 

1,387 

1,260 

1,260 

1,260 

1,260 

Viet-Nom  (Saigon)  .  . 

Pr. 

347 

583 

587 

681 

714 

714 

714 

714 

812 

734 

734 

967 

TIN 

4.95 

5.10 

Malaya  (Singapore)  . 

000  MS 

4.46 

6.07 

8.71 

7.94 

7.97 

7.98 

7.81 

6.08 

5.0J, 

5.07 

Thailand  (Bangkok) 

Baht 

29,440 

31,480 

52,040 

44,330 

41,670 

47,330 

47,330 

42,830 

36,110 

38,240 

35,080 

35,000 

UJC.  (London) . 

£ 

543 

733 

1,060 

949 

944 

942 

942 

718 

593 

589 

589 

OOiS 

US.A.  (New  York) 

US  S 

2,188 

2,107 

2,829 

2,675 

2,675 

2,674 

2,677 

2,142 

1,797 

1,800 

1,779 

l.Sli 

PIG  IRON 

141 

India  ((Calcutta)  .... 

Rs. 

111 

105 

116 

136 

141 

141 

141 

141 

141 

141 

141 

Japan  (Tokyo)  ..... 

Y. 

4,354 

13,134* 

27,490 

29,547 

29,467 

28,200 

26,667 

26,311 

25,610 

25,830 

25,500 

25,500 

Korea^  (Seoul  &  Pusan)  . 

000  H. 

0.1 

0.5* 

2.4* 

3.4 

3.1 

4.5 

6,7 

8.3 

7.0 

8.0 

7.3 

5.8 

CEMENT 

608 

560 

China  (Taipei) . 

NT  S 

273 

319 

501 

407 

393 

432 

465 

586 

590 

India  (Calcutta)  .... 

Rs. 

84 

81 

89 

92 

89 

84 

82 

82 

82 

82 

82 

Japan  (Tokyo) . 

Y. 

2,794 

5,006 

7,760 

8.800 

8,800 

8,800 

8,800 

8,800 

8,800 

8,800 

8,800 

8,800 

Koreaa  (Seoul  &  Pusan)  . 

H. 

218 

465* 

2,720* 

4,388 

4,460 

5,800 

7,294 

8,826 

6,934 

6,400 

6,400 

8,000 

Pakistan  (Karachi) 

Rs. 

94 

94 

94 

94 

94‘ 

94 

94 

94 

94 

94 

94 

Viet-Nom  (Saigon)  .  . 

Pr. 

746 

986 

1,035 

1,104 

1,110 

1,110 

1,110 

1,13Q 

1,437 

1,412 

1,412 

1,487 

CXDTTON  YARN 

China  (Taipei) . 

NT  S 

14,327 

26,777 

23,148 

23,148 

23,148 

23,702 

23,997 

23,924 

23,873 

23,854 

24,045 

India  (Bombay)  .... 

Rs. 

3,790 

3,613 

4,176* 

4,041 

3,880 

3,741 

3,810 

3,845 

3,909 

3,873 

3,946 

3,909 

Japon  (Tokyo) . 

000  Y. 

87 

373 

662 

514 

549 

430 

430 

473 

550 

516 

540 

593 

Viet-Nom  (Saigon)  .  .  . 

000  Pr. 

50* 

51 

65 

52 

47 

49 

45 

52 

62 

60 

61 

65 

COTTON  FABRICS 

India  (Calcutta)  .... 

Rs. 

4,123 

3,641 

4,233 

4,145 

4,056 

4,034 

4,034 

4,034 

4,321 

4,145 

4,409 

4,409 

Japan  (Tokyo,  per  metre) 

Y. 

79 

106 

69 

74 

61 

65 

66 

66 

66 

66 

67 

JUTE  BAGS  (per  hundred) 

India  (Calcutta)  .... 

Rs. 

133 

156 

229 

139 

106 

104 

S3 

96 

98 

99 

102 

93 

Pakistan  (Karachi) 

Rs. 

151 

196 

215 

156 

116 

121 

85‘ 

146 

134 

139 

134 

>28 

JUTE  HESSIAN 

India  (Calcutta)  .  .  .  . 

Rs. 

1,811 

1,904 

2,741 

1,878 

*  1,645 

1,702 

1,486 

1,485 

1,490 

1,593 

1,593 

1,483 

U.K.  (Dundee) . 

US  S 

658 

559 

909 

642 

516 

493 

512 

1  533 

U.S.A.  (New  York)  .  .  . 

US  S 

660 

776 

1,055 

558 

463 

474 

433 

1  433 

1 

444 

453 

1 

466 

4i3 

GENERAL  NOTE;  For  detaib  rcKardins  specification  and  market 
centre  see  Revised  Explanatory  Notes  to  table  13  on  paice  100, 

Vol.  Ill,  No.  8. 

a.  As  from  the  second  quarter  of  1951,  figures  relate  to  Pusan. 

b.  Dec. 


c.  Averaeo  of  two  months. 

d.  Apr. 

e.  Mar. 

f.  Sept. 

K.  Aug. 
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15.  CURRENCY  AND  BANKING 


HNANCE 


BURMA  (Mn.  K.) 

Money  supply . 

Currency:  net  active 

Deposit  money . 

Loans,  advances  and  bills  dis¬ 
counted  (commercial  banks)  . 

Bank  clearings . 

Foreign  assets  of  the  Union  Bank 

of  Burma^ . 

Rates  of  interest  (%  per  annum) 

Call  money  rate . 

Yield  of  long  term  government 

bonds  . 

Internal  government  debt^  held 
by 

Union  Bank  of  Burma  .  .  . 

Commercial  banks  .... 
Government  deposits  and  cash 
in  hand 

Central  government  deposits 
with  the  Union  Bonk  of 

Burma . 

Cash  in  Government  Treasury 

CAMBODIA,  LAOS  AND  VIET-NAM 
(1,000  Mn  Pr.) 

Money  supply . 

Currency:  in  circulation  .  . 

Deposit  money 
(commercial  banks  only)c  . 
Loans  and  advances  (commercial 

banks) . 

Foreign  assets  of  I'lnstitut 

d'emission . 

Rate  of  interest  {%  per  annum) 
Treasury  bill  rate  .... 
States  treasury  bills  outstanding^ 

CEYLON  (Mn  Pr.) 

Money  supply . 

Currency:  net  active 

Deposit  money . 

Loans,  advances  and  bills  dis¬ 
counted  (commercial  banks) 

Bonk  clearings . 

Foreign  assets 
Central  Bonk  of  Ceylon 

Government^ . 

Commercial  banks  .... 
Rates  of  interest  (%  per  annum) 

Ccdl  money  rote . 

Treasury  bill  rate^  .... 
Yield  of  long  term  government 

bondsK  . 

Internal  government  debt  held  by 
Central  Bonk  of  Ceylon 
Commercial  banks  .... 
Government  deposits  and  cash  in 
hand 

Government  deposits  with  the 
Bank  of  Ceylon  .... 
Currency  held  by  government 

CHINA  (Taiwan  only)  (Mn  NTS) 

Money  supply . 

Currency  outstanding  . 

Deposit  money . 

Loans,  advances  and  bills  dis¬ 
counted  (banks  other  than  the 
Bank  of  Taiwan)!*  .... 

Bank  clearings . 

Rate  of  interest  (%  per  annum) 

Coll  money  rate . 

Government  deposits  held  by  the 
Bank  of  Taiwan . 


1948 

1949 

1950 

1951 

505 

601 

552 

607 

335 

403 

358 

398 

169 

198 

194 

210 

68 

58  1 

130 

159 

151 

128  j 

138 

151 

358 

505 

556 

748 

1.04 

3.00* 

3.00 

16 

18 

20 

22 

8 

19 

27 

31 

911  1,006 

326  377 


565  668 

342  367 


690  790 

288  473 


16.42  10.80 

349  626 


1 

646 

641  ; 

849  , 

936 

868 

926  ! 

90J  ! 

87i 

418 

413  1 

609  ' 

586 

5S7  j 

574 

! 

54S 

228 

228  1 

240  ; 

351  ; 

331  ; 

352  1 

338  1 

331 

135 

151 

187 

130  ' 

130 

123  1 

118  : 

130 

198 

167 

231  1 

247 

242 

277  ; 

210  . 

239 

870 

920 

1,012  1 

1,129  1 

1,045  i 

1,102  ! 

1,067 

1,045 

1.50  ; 

1.25  j 

2,00  1 

1,08  > 

0.75  . 

1.00  i 

0.75  i 

0.50 

3.00  1 

3.00  ' 

1 

3.00  { 

3.00 : 

3.00 

1 

3.00  j 

3.00  i 

3.00 

16 

16  1 

18  ; 

6  ’ 

6  ! 

6  1 

6  ' 

6 

34 

25  i 

31 

52 : 

71  ; 

i 

68  , 

72 

71 

' 

92 

50 

77 

81  , 

4 

44  , 

21 

4 

3 

3 

4 

1 

4  ■ 

4  i 

10.72 

10.92 

11.15 

11.26 

11.56 

11.51 

11.44 

11.56 

7.49 

7.67 

8.20 

8.13 

8.55 

8.43 

8.43 

8.55 

3.23 

3.25 

2.94 

3.12 

3.01 

3.08 

3.00 

3.01 

1.10 

1.01 

1.22 

1.49 

1.48 

1.64 

1.47 

1.48 

0.51 

0.68 

0.88 

0.91 

0.89 

0.72 

0.97 

0.89 

2 

2 

2 

2 

2 

2 

2 

2 

0.45 

0.30 

0.65 

0.93 

1.05 

0.98 

1.02 

1.05 

910 

894 

899 

878 

824 

850 

815 

824 

362 

357 

363 

362 

350 

353 

346 

350 

548 

538 

536 

516 

474 

498 

468 

474 

232 

241 

231 

244 

223 

257 

268 

223 

700 

685 

673 

645 

723 

754 

699 

716 

464 

401 

361 

294 

302 

324 

326 

302 

379 

376 

337 

314 

295 

296 

296 

296 

129 

114 

121 

111 

97 

100 

87 

97 

0.50 

0.50 

0.50 

0.50 

1.33 

1.00 

1.50 

1.50 

0.91 

0.92 

0.96 

1.74 

2.47 

2.47 

2.47 

2.48 

2.96 

2.96 

3.04 

3.60 

4.38 

4.38 

,  4.38 

4.39 

130 

161 

199 

255 

216 

1  195 

i  177 

216 

294 

302 

291 

284 

283 

286 

1  277 

1  283 

6 

4 

6 

5 

3 

4 

4 

1 

1  _ 

1  5 

1 

6 

i 

!  4 

921 

1,129 

1,021 

1,127 

1.239 

1,211 

1,190 

1  1,239 

563 

705 

662 

724 

768 

723 

748 

1  768 

358 

424 

360 

403 

471 

488 

442 

i  471 

354 

j  342 

497 

476 

520 

451 

511 

520 

850 

1  1,082 

1 

1,462 

2,087 

1,813 

1,774 

2,085 

1,581 

10.80 

1  10.80 

10.80 

10.80 

7.20 

7.20 

7.20 

7.20 

720 

j  776 

i  896 

930 

1  1,130 

1,018 

1,074 

1  1.130 

XUM 


15.  CLRRFNCY  AND  BANKING  {Corn'd) 
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FINANCE 


p 


03 

36 


.68 

.68 

.00 


.60 

.26 

.39 

.88 

).65 


3.08 

3.34 


1.37 


,467 

1,084 

:,383 

!,389 

5,529 

1.716 

495 


1,589 

487 

1,102 


2,417 

2,022 

18 

321 

44 

7.67 

6.71 

I  176 
38 

I  129 

21.34 

17.31 

4.04 


12.28 

23.30 

6.12 

1.08 

10.87 
I  0.46 

]  14.01 


' 

D 

1950  1 

1951 

MALAYA  (Mn  MS) 

r 

i 

i 

Money  supply . 

899  i 

887 

1,402  ! 

1,731  1 

Currency  notes;  net  active'' 

302  ; 

311  ! 

515  ‘ 

654  ; 

Deposit  money . 

598  , 

576  1 

887  1 

1,077  ; 

Loans  and  advances  of  commer- 

1 

1 

ciol  banks . 

309  1 

388 

551 

633 

Debits  to  current  deposit  accounts 

4,167 

Federation  treasury  bills  held  by 

banks . 

PAKISTAN  (Mn  Hs.) 

30 

7 

23 

26  . 

Money  supply . 

2,698 

2,783 

2,964 

3,755  1 

Currency:  in  circulation 

1,708 

1,740 

1,992 

2,467  1 

Deposit  moneys . 

990 

1,043 

973 

1.288  1 

Loans,  advances  and  bills  dis- 

counted  (scheduled  bonks) 

410 

445 

770 

919 

Bank  clearings^ . 

326* 

334 

460 

551 

Gold  and  foreign  assets  of  the 

State  Bank  of  Pakistan''  . 

1,629 

1,424 

1,188 

1,627 

Rates  of  interest  (%  per  aimum) 

Cull  money  rate  .... 

0.45 

0.99 

0.94 

Yield  of  long-term  government 

1 

bonds"  . 

Internal  government  debt  held  by 

2.96* 

2.98  1 

the  State  Bank  of  Poldston 

176 

370 

857 

864  1 

Government  deposits  with  the 

State  Bank  of  Pakistan 

923 

481 

661 

582  1 

PHILIPPINES  (Mn  P.) 

Money  supply . 

1,145 

978 

1,148 

1,053 

Currency:  net  active 

571 

565 

669 

639  ! 

Deposit  money . 

Loans,  advances  and  bills  dis- 

574 

414 

479 

414  1 

1 

counted  (all  banks  other  than 

the  Central  Bank)  .... 

511 

564 

533 

685  1 

Bonk  clearings . 

381 

443 

4S2 

457  1 

Debits  to  checking  accounts  . 

772 

723 

674 

733  ’ 

Gold  and  foreign  assets 

1 

Central  Bank  of  the  Philippines 

800 

461 

570 

492 

Other  banks . 

126 

106 

148 

145 

Internal  government  debt  held  by 

Central  Bank  of  the  Philippines 

92 

158 

242 

Other  banks . 

13 

18 

41 

35 

Government  deposits  and  cosh  in 
hand 

Deposits  with  Central  Bonk 

2 

19 

153  ! 

Deposits  with  Philippine 

National  Bank  .... 

32 

81 

46  ; 

Cosh  in  Treasury  vaults 

7 

4 

6  1 

THAILAND  (Mn  Baht) 

Money  supply . 

2,881 

3,107 

3,967 

4,907 

Currency:  net  active 

2.205 

2,364 

3,043 

3,756  . 

Deposit  money . 

676 

743 

924 

1,151  1 

Loans,  advances  and  bills  dis- 

counted  (commercial  banks)  . 

414 

547 

592 

741 

Bank  clearings . 

774 

1,112 

1  1.544 

2,057  , 

Debits  to  sight  deposit  accoimts 

1.447§ 

I  1,973 

2,786 

Gold  and  foreign  assets  of  the 

1 

Bonk  of  Thailand  .... 
Rates  of  interest  {%  per  annum) 

2,180 

1 

2,758 

3,641 

4.511 

i  : 

Treasury  bill  rate  .... 
Internal  government  debt  held  by 

1.32 

2.02 

'  2.02 

1  2.10  1 

Bonk  of  Thailand  .... 

1  18 

142 

155 

166 

Commercial  banks  .... 

1  150 

119 

1  116 

118 

Government  deposits  with  Bank 

1 

1 

of  Thailand . 

1  392 

394 

j  317 

423  1 

GENERAL  NOTES:  All  fisures,  other  than  bank  clearinKS  and  rates 
uf  interest,  relate  to  the  end-of-month,  end-of-quarter  and  end- 
of-year  respectively:  bank  clearines  relate  to  monthly  totals  and 
their  averages.  Net  active  currency:  Total  currency  outstanding 
less  holdings  in  all  banks  including  the  central  bank  and  in 
government  treasuries.  Currency  in  circulation:  Total  currency 
outstanding  less  holdings  in  all  banks  including  the  central  bank. 
Deposit  money:  Deposits  in  all  banks  (including  central  bang) 
withdrawable  by  cheques  but  excluding  inter-bank  liabilities  and 
central  government  deposits.  Bills  discounted:  Excluding  treasury 
bills.  Bank  clearings:  Total  value  of  cheques  and  other  collection 
items  cleared  through  clearing  houses.  Gold  and  foreign  assets: 
Gross  holdings  of  gold,  foreign  exchange  and  other  liquid  foreign 
investments.  Rates  of  interest:  All  rates  are  those  prevailing  in 
the  canital  city  of  each  country  except  in  India  where  rates  in 
Bombay  have  been  taken.  Call  money  rate:  Relates  to  inter-bank 
rate  on  money  at  call. 

a.  Beginning  July  1962  includes  foreign  assets  of  the  Burma  Currency 
Board. 

b.  Treasury  bills  and  3  year  and  5  year  government  bonds. 

c.  Includes  in  addition  to  deposits  by  business  concerns  and  in¬ 
dividuals,  the  deposits  of  Indochinese  branches  of  the  French 
National  Treasury,  and  of  the  Autonomous  Amortisation  Fund. 

d.  Treasury  bills  of  Cambodia  and  Viet-Nam  only. 

e.  Includes  War  Ijoan  re-lent  to  U.K.  Government,  less  the  part  by 
Central  Bank. 

f.  Weighted  average  of  tender  rates  on  bills  Issued  within  the  period. 

g.  Yield  of  a  i>er  cent  national  development  loan  1965-70  calculated 


1952 

1952 

1  9 

5  3 

III  1 

1 

IV 

I 

II 

HI 

Jul  1 

Aug 

Sep 

1,620  ! 

! 

1,564  ; 

1,620 

1,583 

1,500 

1,451 

••  i 

1,451 

630  1 

617 

830 

622 

613 

620 

•  *  i 

620 

989  ! 

946 

989 

961 

887 

1 

831 

883 

861  1 

831 

484  ! 

467  i 

484 

489 

454 

473 

469  i 

474  ; 

473 

3,396  1 

3,365  1 

3,257 

3,204 

2,902 

2,850 

3,125 

2.693  ' 

2,731 

14  ! 

4  i 

14  i 

j 

14 

12 

11 

12  1 

12  ! 

11 

3,220  I 

3,196  1 

3,220 

3,336 

3,387 

3,382 

3,388  ' 

3,415 

3,382 

2,151  1 

2,037  I 

2,151 

2,258 

2,239 

2,172 

2,168  1 

2,176 

2,172 

1,069  1 

1,159  1 

1,067 

1,078 

1.149 

1,210 

1.220  , 

1,239  1 

1,210 

792  ' 

757  i 

792 

752 

656 

640  j 

656  { 

653  1 

640 

543  1 

510  ' 

512 

555 

491 

517  i 

590  : 

435  : 

527 

933  1 

992  ! 

933 

928 

931 

935 

934 

934 

935 

2.09  ' 

1.9S  ! 

2.46 

2.33 

0.75 

0.25 

0.25 

0.25  1 

0.25 

2.98  1 

2.97 

2.99 

3.00 

3.01 

3.10 

3.06  1 

3.10  ' 

3.14 

1,214  ' 

903  1 

1,214 

1,167 

1,228 

1,153 

1,106  { 

1,137  1 

1,153 

377 

194 

377 

332 

1 

371 

417 

390  ; 

380 

417 

1,082  : 

1,030 

1.082 

1.100 

1.045 

1,039 

1.021 

1.020  ; 

1.039 

624  > 

582 

624 

626 

592 

608 

1  592 

i  597  i 

608 

465  1 

448 

465 

474 

452 

430 

i  429 

!  423  i 

430 

694 

689 

694 

725 

727 

733 

736 

734 

733 

480 

470 

461 

509 

519 

523 

541 

1  539 

521 

686  , 

640  1 

647 

746 

766 

765 

1  786  1 

454 

476 

i  454 

477 

467 

486 

458 

!  476 

1  486 

162  1 

1  141 

1  162 

160 

135 

144 

133 

1  130 

144 

235 

232 

235 

235 

232 

228 

229 

I  224 

228 

56 

31 

56 

58 

58 

55 

56 

1  57 

1 

!  55 

1 

98 

157 

98 

137 

130 

92 

123 

1 

i  118 

1 

92 

59 

61 

59 

51 

74 

89 

80 

'  91 

tj 

7 

5 

7 

5 

4 

3 

5 

,  3 

3 

4,932 

4,856 

4.932 

1  5.274 

1 

t 

3,678 

3,637 

3,678 

!  3,783 

1,254 

1,219 

1,254 

1  1.491 

1.201 

1.281 

i  1,201 

^  1.506 

1  .. 

2,270 

2,005 

1  2,397 

:  2,561 

j  2,328 

2,326 

2,342 

2.268 

2,368 

2,923 

2,899 

;  3,153 

3,365 

4,434 

!  4,445 

'  4.434 

j  4.221 

4,126 

4.046 

4.1b3 

4.158 

i  4.046 

2.17 

2.16 

1  2.19 

2.22 

'  2.25 

2.24 

1  2.24 

‘  2.22 

1  2.26 

261 

161 

1  261 

251 

251 

220 

248 

1  242 

220 

102 

108 

102 

76 

•• 

396 

328 

396 

368 

540 

615 

630 

1  640 

615 

to  earliest  retlemption  date. 

h.  Includes  the  Land  Bank.  Cooperative  Treasury  and  three  com¬ 
mercial  banks. 

i.  Includes  bills  purchased. 

j.  Yield  of  3  per  cent  paper  (running  yield)  to  earliest  redemption 
date. 

k.  Includes  loans  A  advances  to  government. 

l.  The  Java  Bank,  Bank  Negara  Indonesia,  Bank  Industri  Negara 
and  seven  commercial  banks. 

m.  Devaluation  to<dc  effect  on  4  Feb  1962  but  foreign  assets  and  gold 
holdings  were  not  revalued  until  6  Feb  1952  and  13  May  1963 
respectively. 

n.  Weighted  yield  (simple  rate  of  interest)  to  latest  redemption  date 
of  medium  dat^  government  bonds  issued  during  the  period 
stated.  Figure  for  1951  relates  to  average  of  4  months  Sep — Dec. 

p.  Includes  advances  to  government. 

q.  Figures  shown  are  on  a  net  basis. 

r.  Figures  include  British  Borneo. 

s.  Prior  to  April  1952  includes  inter-bank  liabilities. 

t.  Figures  relate  in  1948  and  1949  to  3  clearing  houses  in  principal 
towns,  from  Jan  1950 — Jan  1952  to  clearing  houses  in  4  towns 
and  from  Feb  1952  in  5  towns. 

u.  Including  outstanding  assets  receivable  from  the  Reserve  Bank  of 
India,  under  the  partition  agreements,  but  excluding  foreign 
assets  of  Banking  Apartment. 

V.  Yield  to  maturity  of  3  per  cent  bonds  1968. 

w.  May. 
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TRADE  AGREEMENTS  NEGOTIATED  AND/OR  FINALIZED  DURING  THE  FOURTH  QUARTER  OF  1953 


I.  ECAFE  INTRA-REGIONAL  TRADE  AGREEMENTS 


Contracting 

parties 

Period 

valid 

Value  of  trade  and  types  of  commodities 

Burma — 

Japan 

8  December 
1963— 

31  December 
1967 

Value  of  trade  has  not  been  specified. 
Burma  will  supply  Japan  with  300,000 
long  tons  of  Ngasein  SMS  quality  rice 
at  approximately  $166  per  long  ton  f.o.b. 
Burma  port  during  1954  and  annually 
during  1965-57  200,000-300,000  tons  at 
prices  not  higher  than  the  lowest  price 
accorded  to  any  other  buyer  country  such 
as  Ceylon. 

China — 

Japan 

30  October 
1968— 

31  December 
1964 

£30  million  each  way.  Mainland  China 
exports  manganese,  magnesite,  asbestos, 
iron  ore,  coal,  salt,  phosphate,  lime, 
soya  bean,  cotton,  wool,  tung  oil,  pig 
bristles,  oil  cake,  resin,  etc.  in  exchange 
for  Japanese  goods  comprising  alumin¬ 
ium  ingots,  spinning  machinery,  cranes, 
radio  equipment,  trucks,  bicycles,  elec¬ 
trical  appliances,  copper,  steel  tubing, 
steel  materials,  ocean-going  ships,  re¬ 
frigerating  ships,  motor  car  parts, 
medical  supplies,  chemicals,  cotton  piece 
goods  and  yarn. 

China — 
Indonesia 

Not  available 

A  total  of  91  different  classes  of  goods 
including  rubber,  tin,  petroleum  and 
other  products  were  on  the  list  carried 
by  the  Indonesian  Mission  to  indicate 
the  range  of  goods  available  for  export 
to  mainland  China,  It  is  not  known 
what  items  Indonesia  will  buy  from 
mainland  China. 

Methods  of  trade  and  payment 


Japan  will  treat  Burma  as  a  soft-currency 
country  in  the  issuance  of  licences.  In¬ 
formation  on  method  of  payment  is  not 
available. 


Information  is  not  available. 


II.  ECAFE  COUNTRIES— EXTRA-REGIONAL  COUNTRIES* 


China — 
France 


India — Cze¬ 
choslovakia 


Nesotiation  at 
final  stage 


17  November 
1953— 

31  December 
1954 


India — Federal 
Republic  of 
Germany 


1  November 
1958— 

31  January 
1964 


$2  million  each  direction.  The  Republic  of 
China  will  supply  mainly  tea,  sugar  and 
camphor  in  exchange  for  non-strategic 
materials  and  industrial  goods. 

Value  of  goods  exchanged  has  not  been 
fixed.  India  exports  tea,  spices,  tobacco, 
preserved  fruits,  iron  ore,  manganese 
ore,  ilmenite,  linseed  oil,  hydrogenated 
oil,  groundnut  oil,  essential  oils,  shellac, 
raw  goat  and  sheep  skins,  raw  wool, 
animal  hair,  crushed  bones,  myrobalan 
and  myrobalan  extracts,  handicrafts, 
and  exposed  films.  Czechoslovakia  ex¬ 
ports  marine-type  diesel  engines,  machin¬ 
ery  for  shoe-making,  tannery  and  rubber 
manufactures,  woodworking  machinery, 
welding  machine,  hydraulic  presses  for 
workshops,  diesel  generating  sets,  litho- 
phone,  machine  tools,  agricultural  trac¬ 
tors  and  implements,  textile  machines, 
graphic  machinery,  road-building  machin¬ 
ery  including  rollers,  building  machinery, 
stone  grinding  machinery,  narrow-guage 
diesel  locomotives,  foundry  machinery, 
machines  for  chemical  industry,  diesel 
pumps,  laboratory  and  technical  glass¬ 
ware,  dyestuffs,  saccharine,  ammonium 
hydrochloride,  potassium  permaganate, 
component  parts  of  wireless  receiver  and 
apparatus,  photographic  and  motion  pic¬ 
ture  cameras  and  appliances,  micros¬ 
copes,  motor  vehicles,  laundry  machines, 
refrigerators,  motor  car  equipment, 
domestic  hardware,  paper,  fibre  boards, 
hardboards,  textile  accessories,  asbestos, 
cement  goods,  abrasive  materials,  ship 
chains,  plastics  and  artificial  leather, 
and  exposed  films. 

India  exports  jute  manufactures,  wool¬ 
len  carpets  and  handicraft  products 
besides  iron  and  manganese  ores,  mica, 
magnesite,  raw  wool,  coir  yarn,  bristles 
and  hairs,  hides  and  skins,  leather  and 
canvas  footwear,  myrobalan,  oilseeds  and 
oils  for  technical  purpose,  stick  lac  and 
kirt  lac,  crude  drugs,  raw  opium,  tobac¬ 
co  and  coffee  in  exchange  for  German 
capital  goods,  pharmaceutical  and  in¬ 
dustrial  chemicals. 


India  will  treat  Czechoslovakia  as  a  coun¬ 
try  within  the  soft-currency  area  for  the 
issuance  of  import  or  export  licences. 
Czechoslovakia  will  treat  India  on  the 
same  basis  as  any  other  country  with 
which  it  has  entered  into  a  bilateral 
trade  agreement. 


India  will  continue  to  treat  Federal  Re¬ 
public  of  Germany  as  a  country  within 
the  soft-currency  area  in  the  issuance  of 
export  or  import  licences.  (See  Bulletin, 
Vol.  II  No.  1,  First  Quarter  1951.) 


Remarks 


An  "ariangement”  instead  of  the 
customary  “trade  agreement”  was 
signed  between  the  two  countries 
because  Burma  has  not  yet  rati¬ 
fied  the  Peace  Treaty  and  full 
diplomatic  relation  has  not  been 
resumed. 


Signed  in  mid-November  1953.  This 
is  not  an  inter-governmental 
agreement  but  negotiated  by  trade 
organizations  in  the  two  countries 
and  it  is  based  on  the  previous 
agreement  entered  in  1952.  (See 
Bulletin,  Vol.  IV,  No.  1,  First 
Quarter,  1963.) 


Signed  on  30  November  1953. 


Negotiation  stage.  General  prin¬ 
ciples  agreed.  Some  minor  tech¬ 
nicalities  remained  to  be  solved. 


The  agreement  is  to  become  effec¬ 
tive  immediately  upon  signing  on 
17  November  1953. 


An  extension  of  the  1951  agreement 
was  due  to  expire  at  the  end  of 
October  1953,  pending  negotiation 
of  a  new  agreement. 
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TRADE  AGREEMENTS  NEGOTIATED  AND/OR  FINALIZED  DURING  THE  FOURTH  QUARTER  OF  1953 

II.  ECAFE  COUNTRIES— EXTRA-REGIONAL  COUNTRIES* — (Continued) 


Contractinc  Period 

parties  valid 


Vaine  of  trade  and  types  of  commodities 


Methods  of  trade  and  payment 


India — USSR 


2  December  Value  of  goods  exchanged  has  not  been 
1963 —  fixed.  India  exports  jute,  tea,  coffee, 

j  1  December  tobacco,  shellac,  black  pepper  and  spices, 

1958  wool,  hides  and  skins,  and  vegetable  oils 

to  USSR  in  exchange  for  wheat,  barley, 
I  crude  petroleum  and  petroleum  products, 

fibre,  pai>er,  iron  and  steel  manufac- 
I  tures,  chemicals,  dyestuffs,  medicants, 

I  optical  goods,  cinematograph  films,  in- 

I  diistrial  and  electrical  equipment  and 

agricultural  machinery. 


Issuance  of  licences.  All  payments  will 
be  made  in  rupees  and  the  Government 
of  the  Soviet  Unjoji  will  maintain  ac¬ 
counts  in  the  authorized  exchange  banks 
in  India  and  the  Reserve  Bank  of  India 
for  this  purpose.  Any  balances  in 
rupees  maintained  by  the  State  Bank  of 
the  USSR  with  the  Reserve  Bank  of 
India,  or  with  authorized  commercial 
banks  will  be  convertible  on  demand 
into  pound  sterling  at  the  rate  which 
may  be  fixed  from  time  to  time  by  the 
Indian  Exchange  Banks'  Association. 


Indonesia — 
Australia 


Indonesia- 

Sweden 


1  November  Value  and  types  of  goods  exchanged  were  Issuance  of  licences.  | 

1963 —  not  fixed.  Under  the  1962/63  agreement, 

30  October  I>etroleum  products,  followed  by  tea,  ' 

1964  kapok,  rubber  and  timber,  were  the  main  j 

exports  from  Indonesia,  in  exchange  for 

flour  from  Australia.  Under  the  new  |  I 

I  agreement  Indonesia  will  import,  in  ad¬ 

dition  to  flour  and  other  foodstuffs,  heavy 
I  railway  equipment,  agricultural  machin- 

i  ery  and  tele-communication  equipment 

I  from  Australia. 

1  June  1968 —  '  Indonesia  will  export  Sw.  Cr.  82.9  million  Issuance  of  licences.  Method  of  payment 

31  March  worth  of  rubier,  copra,  tin,  tobacco,  is  not  known.  Under  the  1950  agree- 

1964  i  coffee,  pepper,  sisal,  tea.  kapok,  rattan.  ment  payment  was  made  in  accordance 

I  bauxite,  etc.  and  import  Sw.  Cr.  47.05  with  the  provisions  of  the  Sweden- 

million  worth  of  machinery,  electrical  Netherlands  agreement  signed  at  StcKk- 
equipment,  transport  equipment,  chemi-  holm  on  20  February  1950  at  which  time 


Signed  and  became  immediately 
effective  on  2  December  1963. 

I  Prior  to  its  expiration  the  agree- 
I  ment  may  be  extended  or  renew'.-d 
by  negotiation  and  mutual  eon- 
I  sent  upon  a  three  months*  notice. 
The  Government  of  the  Soviet 
Union  is  prepared  to  render  such 
technical  assistance  as  may  be 
I  necessary  in  the  installation  and 
operation  of  equipment  to  be 
'  supplied  by  the  USSR  under  the 
I  agreement. 

I  Signed  on  28  October  1953.  being 
I  the  third  agreement  entered  be- 
i  tween  the  two  countries  since  the 
I  end  of  the  World  War  II. 


cal  products,  matches,  cement,  etc. 


Indonesia  participated  in  the  negotia¬ 
tion. 


Signed  on  22  October  1953.  The 
negotiation  took  nearly  five 
months.  (See  Bulletin,  Vol.  I, 
No.  2,  Second  Quarter  1950:  Vol. 
II,  No.  1,  First  Quarter  1961  and 
Vol.  IV,  No.  2,  First  half  1968.) 


effee-  ! 
ng  on  j 


The  Burma-Yugoslavia  trade  agreement  was  signed  on  29  June 
1963  and  not  on  29  July  1963  as  given  in  the  Bulletin,  Vol.  IV. 
No.  3,  tor  Third  Quarter  1963. 


